CC: Mayor

Jim Duggan
Marcia Mcinnis
Jefirey Towne
Jack Vondras
John Beaudette
Bob Whynott

from 1/22/09) 5.

i I U N N N

CITY HALL +» GLOUCESTER « MASSACHUSETTS -« (193¢
Telephone 978-281-9722 Fax 978- 282-3051

CITY COUNCIL
AND
CITY COUNCIL STANDING COMMITTEE
Budget and ¥inance
Thursday, February 5, 2009 - 7:00 p.m.
Council Conference Room — City Hall

Request of City Auditor to accept the provisions of Ch. 44, Sec. 31D.

Special budgetary transfers ﬁom Reglstrar s Office.

Memo from Poli S annon Gmnt Award for $10,682.69.

Memo from Health Direetor re JF_’dl_lt--ApphC&t n.

$3

;000 g‘féntfégj Medical Reserve Corps

Capacity Bmfdmg

Memo from Hea]th Director re: Drus, Free C ommumtles Support Program
Grant Renewal- Procass :

Order CC2008- ater and sewer bills, (cont

Report from City Audi qbHE With expenditures exceeding their

appropriations.
Audited Financial Statements for FY08.

COMMITTEE
Councilor Jason Grow, Chair
Counciior Joe Ciolino, Vice Chair
Councilor Steve Cureuru
Committee members — Please bring relevant documentation




To accept the provisions of Chapter 44, section 31D snow and ice
removal, emergency expenditures, not to exceed an additional $480,000.




City of Gloucester

RECEIVED Special Budgetary Transfer Request
R Fiscal Year 2009
JAN 1T &

“***ENTER.E)EPARTMENTAL REQUIRING CITY COUNCIL APPROVAL***Requires 6 Voies

Mayor's UTize

DEPARTMENT REQUESTING TRANSFER: REGISTRAR
TRANSFER #08

i3 DATE: 17152008 BAL ANCE IN ACCOUNT  $504.43

Unifung Acct #

(FROWM) PERSONAL SERVICES ACCOUNT#: 101000.10.153.54200.0000.00.000.00.05

Unifund Acct g

(FROM) ORDINARY EXPENSE ACCOUNT#:

Regisfrar, Sal'Wage-Temp. Pos.

Account Description

EXPLANATION OF SURPLUS: Scheduled elaciions are done

(TO)PERSONAL SERVICES ACCOUNT#: Unifund Acct #

Unifund Acct &

(TO} ORDINARY EXPENSE ACCOUNTS: 101000.10.163.52000.0000.00.000.00.052

Regisiration, Coniractual Services

Acceunt Description

ANALYSIS OF NEED(S)Y.  pavment of invoices due to election(s): increase not foresean

TOTAL TRANSFER AMOUNT $504.43 NEW BALANCE IN ACCOUNTS AFTER TRANSFER
FROM ACCOUNT: $0.00
TO ACCOUNT: §1.577.18

s Sy et /15 /08
\DMINISTRATION; /ﬂ)%/ /M/ DATE:;E;sEQq

BUDGET & FINANCE: DATE:

CITY COUNCIL: DATE:




| City of Gloucester
RECEIVED  special Budgetary Transfer Request
JAN 1572008 Fiscal Year 2009

M ayﬁg‘“ GHHINTERIDEPARTMENTAL REQUIRING CITY COUNCIL APPROVAL™**Requires § Votes

DEPARTMENT REQUESTING TRANSFER:
TRANSFER #08

4 DATE: 1/15/2009

(FROM) PERSONAL SERVICES ACCOUNT#:

(FROM) ORDINARY EXPENSE ACCOUNT#:

REGISTRAR

BALANCE IN ACCOUNT  $1,890.7C

Unifund Acot #

1G1000.10.163.51300.0000.00,000.00.051

Unifund Acct#

Registrar, Sal/Wage-Overtime
Accouni Description

EXPLANATION OF SURPLUS: Schedijed elections are done

(TO)PERSONAL SERVICES ACCOUNT#:

(TC) ORDINARY EXPENSE ACCOUNT#:

Unifung Acet #

Unifund Acct #
T01000.10.163.52000.00600.00.000.00.052

Regisiration, Confractual Services

Account Descripiion

ANALYSIS OF NEEDXS): pavment of invoices due to election!sY incresse not foresean

TOTAL TRANSFER AMOUNT $1,490.70

APPROVALS:
DEPT. HEAD:

NEW BALANCE IN ACCOUNTS AFTER TRANSFER

FROM ACCOUNT; $200.0C

TO ACCOUNT: 53,067.88

DATE: /‘//':’;/@G
A

pATE [ 115 |09

ADMINISTRATION: / / -

BUDGET & FINANCE:

¥ [ ]

DATE:

CITY COUNCIL:

DATE:




City of Gloucester

ecial Budgetary Transfer Request
RECE Ngﬁ Fiscal Year 2009

M 1 St
**J* !NTER-DEFARTMENTAL REQUIRING CITY COUNCIL APPROVAL*™Requires 6 Votes

~~.=. L
Mayor' JHi:8
DEPARTMENT REQUESTING TRANSF_ER: REGISTRAR
TRANSFER #08
- 15 DATE: 1152009  BALANCE IN ACCOUNT  $12.765.40
. Uinifund Acat §
(FROM} PERSONAL SERVICES ACCOUNT#: 101000.10.161.51100.0000.00.000.00.051
Unifund Acct #

(FROM) ORDINARY EXPENSE ACCOUNTZ:

City Clerk, Sal/Wage-Perm. Pos.
Aceeunt Description

EXPLANATION OF SURPLUS: J.GiHlis stipend/difference in satary for Princinal Clerk and
Asst. City Clark

(TO)PERSONAL SERVICES ACCOUNT#: Urifund Acct #

' , Unifund Acct #
(TO) ORDINARY EXPENSE ACCOUNTG##: 101000.10.163.52000.0000.00.000.00.052

Registration, Contractual Services
Account Dascription

ANALYSIS OF NEED(S):  payment of invoices due fo elaction(s); increase not foreseen

TOTAL TRANSFER AMOUNT  $2,352.48 NEW BALANCE IN ACCOUNTS AFTER TRANSFER
FROM ACCOUNT; $10412.94
TG ACCOUNT: $5,420.34

st (WS R k™ el o
. DMINISTRATION: / /{}4%://’%7 DATE: !! faﬁ

BUDGET & FINANCE: DATE:

CITY COUNCIL: DATE:




Gle -ester Pol:ce

Memo

To: Mr. James Duggan
Erom: Chisf John Beaudetts
CC:

Date: 1/12/2009

Rer 2008 Shannon Grant

The Gloucester Police Depariment has been awarded a Southern Essex County Shannon Grant from
the Commonwaalth of Massachusetts in the amount of $10,882.5S with & reguired match of $2,670.67.
The funds are fo be used to supplement the Gloucaster Poiice Depariment's current youth vinlence
prevantion and anti-gang efforts, coordinated with nine neighboring police departments in Essex
County.

The 2008 Shannon Award is exactly the same as 2008, Please ask the City Council for parmission to
apply for these funds. Let me know if you have any questions or comments.




City of Gloucester
Grant Application and Cheek List
Granting Authority: State " Wedaral Other

——

Kame of Grant . Q\qg Vi B &tm,: v

Department Applying for Grans: VOO\ 18

Ageﬁcyn Federa! or State application is requested from: £ ¥ 0€61cE AL puh e &:ejhﬂ

Object of the application; \/('JU'?H' '\/?‘Df'{*‘bzf‘t’i \Dho'\f-@m tion - Esgex C".‘"X)NT)/

Any métch requirements: T Kivd /

(- [kt ezt

Signahtﬂre N Pate <

Mayor’s approval to proceed:

City Council’s referral to Budget & Finance Standing Committes:

Vote Date

Budget & Finance Standing Committe:

Positive or Negative Recommendation =~ Date

City Council’'s Approval or Rejection:

Vote Date

City Clerk’s Certification of Vote to City Anditor;

Certification Date
City Auditor:
Assignment of account ttle and value of grant
Title Amount
Grant Budgst by line ftem account:
Auditor’s distribution to managing department: ,
Drepariment - Date sent

Note: A copy of all grant paperwork must be submitted to the Auditor's Office




Metropolitan Area Planning Council

60 Temple Piace, Boston, Massachusents 02111 617-451-2770 fax 617-482-7185 www.mapc org

Serving 101 cities and iowns in metropolitan Boston

MAPC

danuary b, 2008

Chief John Beaudetis
Gioucester Police Department
187 Main Sirest

Gloucester, MA 01830

RE: Southern Essex Coalition Shannen Grant Guidelines

Dear Chief Beaudetie:

Congratuiations on the Southern Essex Coazlition Shannon Grant award that your depariment has received.
Due to our Coalition's collaborative approach and your hard wark, your department will receive 5 total of
§10.282.88 to be expended on overtime costs associated with anti-gang and youth violence prevention
activities. In addition, part of the funding can be usad on a School Resource Officer or activites o be held in
conjunction with local schools. Your department is required to provide a 25% match of $2,570.67 You may

begin expanding funds pursuant to this grant immediately. All funds must be expended by November 30, 2008,

Shannon Grant funds must be used in 2 manner consistent with the Southern Essex Shannon Grant Application
(attached). The Exscutive Office of Public Safety has alse included “Additionai Terms and Conditions® to grant
awards that must be complied with (Commonweatlth Standard Contract Form attached). PLEASE pay careful
attention to the reporting of gang data that all police departments are required to participate in. Thase
funds cah be used to supplement but not suppiant any current youth violence prevention and arti-gang afforts,
in addition, food s not a permissibie expenditure of grant funds. The City of Salem reserves the right fo reject
any reimbursement request that does not comply with the grant requirements listed or referenced herain,

The first mandatory coliaboration maeting will occur on January 29, 2008 at 1:00 pm &t the Salem Police
Department. Al future collaboration meetings will take place on the fourth Thurscay of every monih. In
addition, | will be contacting each depariment/agency about participation in the Steering Commitiee, as requirsd

by EOFSS.
Enciosed please find the “Acknowladgement of Receipt of Grant Conditions” and “Additional Terms and
Conditions” for vour signature, please sign and return 1o me in the self-addressed envalope as soon as possibls.

We look forward to a successful collaboration. {f you should have any questions, pleass do not hesitate {0
contact me at severetti@manpc.org or 817-451-2770 x 2044 with any quastions or cencems.

Thank you for taking part in this imporiant inifiative.

Cc. Mayor Carolyn Kirk; LE Mary Butier
Attachmenis

lay Ash, President Michelle Ciccolo, Vice Presidens Grace 8. Shepard, Treasuwrer Marilyn Contreas, Secremary

Mare I3, Draisen, Execurive Director

PRINTED ON RECYCLED PAPER




The Commonwealth of Massachusetts

Executive Office of Public Safety and Security
Office of Grants & Research
Ten Park Plaza, Suite 3720

: . Boston, Massachusetts 02116 Kevin M. Burke
Devgt L. Patrick Tel: 617-725-3301 Secretary
ovemar Fax: 617-725-0260 :

Sandra McCroom

617-725-(267 . )
Exscutive Director

Timothy P. Murray
WWW.Mass. gov/eops

Lisutenant Sovernor

FY08 Charles E. Shannon, Jr., Community Safety Initiative (CSH)
Additional Terms and Conditions

All grantees agree, by accepting Shannon CSl grants funds, to the following additional tarms,
conditions and definitions fisted below. Grantees recognizs that the failurs to comply with thess
additional condifions will resuit in the suspension', or termination of funding.

STEERING COMMITTEE

Each site funded undsr the Shannon CS! shall maintain a Stesring Commitiee fo ensure
community coliaboration, consistent information sharing, oversight, and direction for the
Shannon Grant award. The Steering Committee shouid represent the spectrum of
organizations involved and the diversity of your Shannon collaborative and should mest at least
monthly. The Steering Commitiee, upon formation, shall choose a chair and deveiop standard
operating procedures which must be approved by the Executive Office of Public Safety and
Security (EOPSS) no later than 3 months after the commencement of the grant.

PROGRAM DIRECTOR

A Program Director shall be appointad/hired o oversee the project at each site and serve as the
point of contact for the program pariners and the EOPSS. The Program Director's role and
responsibilities must be approved by the site's Steering Committee and EOPSS no {ater than 3
months after the commencement of the grant. The Program Director is required to attend
EOPSS sponsored quarterly information-sharing meetings with other Shannon CS1 grant
recipients, and must submit quarterly progress and fiscal reports to the EQPSS’ Office of Grante

& Research.

REQUIRED REFPORTING

The Shannon C8! is a significant investment made by the Commonweaith o communities
throughout Massachusetts with 2 demonstrated gang/youth viclence problem. To measure the
impact of program activities, the EOPSS requires quarterly fiscal and programmatic progress
reports from each Shannon CSl site. These reports shall provide a detailed description of
activities undertaken by each of the organizations receiving funding under this grant award.

In addition, the EOPSS and the Statewide Youth Violence Research Pariner (SYVRP) will
develop research tools to further assist the EOPSS measure the impacis of programmatic
activity within each Shannon CSi site. These tools may include surveys, interviews, focus
groups, and data collection measures related to specific five strategies of the Office of Juvenile
Justice and Delinquency Praevention. Shannon CS! sites are required to fully participate and
complete information requests submitted by the EOPSS and the SYVRP in a timely mattar.




BUDGET REVISIONS

Shannon CSI grantees may make budgst revision requssts during their grant period. Budgest
revision reguests must be submitiad i the EOPSS by the Stannon C8J Frogram Director and

include a description of any proposed changes to the final approved budget or scopa of
services. EOPSS will respond to budget ravision requests as promplly as possibie.

TRAVEL

Shannon C8I grant funds may not be used for trave! outside the Commonwealth of
WMassachusetts,

CONTRIBUTION OF GANG DATA TO MASSGANGS

All law enforcement agencies receiving funding under this initiative agree fo contribute
gang-related data to MassGangs. MassGangs is the Commonwealth of Massachusetts
unified intelligence system for authorized users to manage and track gangs and gang
subjects operating in the Commonwealth.

Law enforcement agencies may continue to use existing databases or other methods of
record-keeping for their own internal use if they so choose, in accordance with 28 Code
of Federal Regulations (CFR) 23.20 {c}, information may not be entered into MassGangs
unless a reasonable suspicion standard has been met. This standard is met either by a
participating agency having a reasonable basis to believe that there is the possibility that
an individual or entity is involved in a specific criminal activity or enterprise; or the
presumption of reasonable suspicion arises from the acerual of ten {10) points using the
gang member selection criteria developed by the Statewide Ganyg Database Working
Group. The Statewide Gang Database Working Group was comprised of representatives
from agencies including, but not limited to, Boston Police Department, Essex County
District Attorney's Office, Executive Office of Public Safety and Security, Department of
Correction, Hampden County Sheriff's Office, and the United States Attorney’s Office.

information on MassGangs and the Gang Member identification Worksheet wiil he
forthcoming for grant recipients.

REPORTING CRIME DATA

All law enforcement organizations receiving funding under this initiative must agree fo
submit timely and satisfactory monthly uniform crime reporting (UCR) or National
Incident Based Reporting System (NIBRS) reports to the Commonweaith's Crime
Reporting Unit at Massachusetts State Police Headquarters, 470 Worcester Road,

Framingham, Massachusetts, 01702,

Authorizing Official (print/sign)
Date;

Title:

(R




The Commonwealth of Massachusetts
Executive Office of Public Safety and Security

Gffice of Grants & Research
Ten Park Plaza, Suite 3720

Boston, Massachusetts 02116
Tel: $17-725-3301

Deval L. Patrick Fax: 617-725-0260 | Kevin M. Burke
Governor ' 617-725-0267 Secretary
WWW.Mags.gov/eops . Sandra 8. McCroom

Timothy . Murray
Lisuienant Governor

L. Mary Butier

Salem Police Department
85 Margin Strest

Salem, MA 01870

Executive Director

December 17, 2008
RE: 2008 Shannon Community Safety Initiative

Dear Lt. Butier;

[ am pleased to inform you that the contract for the Southern Essex Coalition has bean
signed by our office. A copy of the executed contract is attached for Your records.
Piease note that we are initially transferring 50% of the total award amount at this time.
To be eligible 1o receive the other 50%, you must comply with the provisions below,

1. The 2009 Shannon CSI Additional Terms and Conditions require that each
Shannon C81 site must maintain a Steering Committee, and within three months
of the inception of the Shannon CSI contract, provide EOPSS with the standard
operating procedures for the Steering Committee and the name of the Steering
Committee’s chairperson.

2. The 2009 Shannon C8I Additional Terms and Conditions require that each
Shannon CSi site must appoint/hire a Program Director to oversee the project.
The steering commiftee must approve and provide EQPSS with the Project
Director’s roles and responsibilities no later than three months afier the

commencement of the grant.

After EOPSS receives the above items, and approves each, FOPSS will transfer the
second instaliment of 50%. If you have any questions, please contact James Stark at

617.725.3354 or via email at James.Stark@state. ma.us,

Sincerely,

AL 7
andra M. McCroom
Executive Director

cc: Stephanie Everett

@ Prinirzn e Rnoyots Fatn




COMMONWEALTH OF MASSACHYUSETTS —
STANDARD CONTRACT FORM

This form, {o be used for New Contaets snd Soniract Amendmens/Renewals, is joirtly ssUed and pubished by the Executive Ofice for Administrefion gnd Einsnce LANE). the Office of the

Compiroier FUTRI and e Opertions: Services Livislon (0G0} for uss by &l Commanweath Degertments, Any shanges to the officiz! printed isngurags of this farm shall be void

. Additional norcordlicting tarms may be added by Attachment. Contractors shoLig only complsts sections marked with & ¥ °, For Instructions and hyparlinks {itatice) )
plemge view this form st www.mass dowise under Buitisnce For Yendors - Foms of B www.mess, gowisd under 080 Forms. '

¥ Contrpetor Leus! Neme (and i): Ciy of Salem Dapriment MAARS Alohs Code andl Name: EPS Executive Office (O Fubiks Safety
<+ | pgai Adoness {from W-8): 85 Memin Street, Salom, MA 01570 Business Maffinn Address: 40 Park Plars - Sulls 37X, Boston, WM& 02118
< Peyment Remittance Address (fom W-B): Same Bifing Address (f gifferenty:
= Confract Meneaer, Lisutenant Mary Busier i Contrect Maneoer, Ssndra MoCronm
- o 0 - A0 " . ;
£ ﬁ;:;;,vs_% " SR !—p Phons{§7BLT44-0171 X140 E-Mall Adgress: Band McCmom@state mas | Phone: {B173-725-3304
< Fay; (Q78)-744-TE2H ],.} TTY: Fax (B17)-T25-0280 s
= Stemve of Ineorporation (F & comporation) or "NA™ WA MMARS Doc ISl SCEPSFYDISHANSALEMAD
¥ Yengor Code: VCBMRGTE2137 BER{Procarement or Qiher 17 Number (i applicabia):
MMARS Object Code: PO Accoumntis) Funding Comract 51000111
A KEW CONTRACT — CONTRACT AMENDMENT/RENEWAL
COMPENSATION (Chock only ane):
L. Totel Maximum Obffoetion of fhis Contrast 5 200,500.00 . ENTER CURRENT CONTRACT START and ENF DATES (prior & amendrmant
. Rate Conlract {Atach dafails of ratais) units and sny salolafons): Cusrrent Starl Date; . Cument Enc Date: s

The foflowing COMMONWEAL TH TERKS AKD CONDITIONS for this Corract  § SRMPENSATION: (Cheox Either, "No Compensation Change'; “Maximum Oblgafirt o *Rate
e S AR CORDITIONS change’. ATTACH Amended Scope and Barige!  support Amendment,

has been exacuted and Sited with CTR {Check anky bne):
wr NC Compensation Change {Skip b “OTHER” section below and seleet chango

_X_ Commonwaitith Terms And Conditions Con _
. Comemonweatth Tarms And Condftions For Humen And Secia! Services e Rutisirioite Buriget Lcm Hemms {No Maxirmum Ottigation Change)
PROCUREMERT OR EXGEPTION TYPE (Gheok ane option oni: *—a’“;“ M”‘mbﬁag’[‘wm Obtiaton:§

. Single Departmen! Procurement/Single Departrent User Contrsct (Tota! Contracst Mardurm Obiigaton, inceing & pros amandmeny,

. Single Department ProcurementMultiple Department User Contragt b} Amemimant Amount (4 or %5 § )

 Mauiiple Depattment ProcurementlLimited Department User Contract & NEWTOTAL CONTRACT MAXIHUN CBLIGATION: ¢

. Sttewide Contract (OS50 or ap OSD dasignated Deparimant) Rate Changes to

X Geant (as tefined by 815 CHIR 2.00) — "5 to Rate Contract

.. Emergancy Contract {attach justification) BTHER: (Chieck option, expiain wnder “Brisf Descrinfion® below, and atizch )
—. Contratt Employee (Complete Employment Stalus Form) o Aman Durafion Ouly (o compemmomm Changej roamenticn
__ Coliective Pursiass (atiach OBD approval] ‘ " Amend Scope of SviceelPeriommance Oty {10 bt ovacs

e bEgiaivell agal Exerrption (atach autionzing ianguags) ——intoritn Cantract (Temgosary Extension 1o complete new ; wact f

., Ot {Spectiy and sttach dotumantation;: ‘ . Other; {Descrive Detalis anc Atach doxumenation): FAEmen

ANTICIPATED STARTBATE: _ Movember |, 2008 . {Enter & ANTICIPATED START DATE:

6 Dats Coniract Obligations may begh. Keview Carication fo Efcirs Dals B pior 10 | Biiapone e Rsmﬁﬁ T e wmf Dite Aondment
enty.) e ) k

CONTRACT END DATE: Hovember 36, 2600 . NEW CORTRACT END DATE: :

¥ PROBIPT PAYMENT DISCOUNTS, Contractar has agread 1o e ollowing Pronit Pay Diseounts for e fisted Paymen: lpsue Datss, See Promy! Cavment Discount Pofiy

oo %o WG 10 Days _ % Within 15 Days __ % Witin 20 Days __ % Within 30 Days OR, Chesk off the iollowing ¥

X Contmotor hasdship, o chooses notin £, of compensaton s not subfectt rompt pay discounts (grants, non-commdy or nonservice compensaion)
‘BRIEFDESCRIPTION OF CONTRACT PERFORMAKCE OR REASON FOR AMENOBENT (ReFeronce (o Bichments s st - S ————
2005 Shanron AnfLGany Gran .

CERTIFICATIONS: Nowfihstanding verbs! or otfier representations by the parties, or n sarker Siar dat lsisd abave, the “Effectivs Date” of fhis Contract or Amendiment skl be
the latest date this Contract or Amendinent has been execuied by an authorized signaiory of the Contrartor, the Department, & later Contract or Amendivent Start Bate
spactiied above, or the dste of any required approvals. By execuling Hiis ContractiAmeandment, the Contrisior makes, whdsr e pains and pangities of periury, 8l ceriifications
reiired ender the atiaches Contmeror Certifizations, and has provides af fequired docurnentztion nated with 2 5 or shal provide any retired documentation upon fBouSs, and the
Contraclor agress hat all tafms goveming performance of this Contratt and doing business in Massschusatis ans athashed or incorporated by reference hersin, inciuding the terms of the
applicable Commonwealth Terms and Condiions avaflable al www.mass.powiise under Guidance For Veridors - Forms o at www.mass goviosd snder 03D Formas, the tams of the
atiached fistiuctions, the Request for Response (RFR), sofictation (if appiicabie) or-other auticrization, the Contraciors msponss tothe BFR or soficiadon appiinébie), ent any
addiional negotiated performance or butkye! provisions. The terms of this Contract shall sunvive i8 termination for frg purposs of resoiving any claim, dispts or other Centract asfion,
or for effectuting any regotiated represantations and warmanties, THE PARTIES HEREBY ALSC CERTIFY THAT (Chack pas option oniy):

1. X theConfractor hes 8OT incurrsd sny obligations iriggering e payment obigation for detes prior o the Sffective Date of this Confract or Amendment; OR

2. __ any oblgatons incurmed by the Contradior prior to the Eftective Date of this Contract or Amendment fiorwhich a paymen obligaion hag been tggered) am intented i be
partof this ContraclAmendment and shai be considerad a fnat Setlement and Raefease of tiass obiigations which are Incorporeted herein, and upon payment of thees
sbiigaiions, e Contracior forever releases the Commonwealth from any farier clakns lated 1o fhess obigations,

AUTHORIZING SIGRATURE FOR THE CONTRACTOR: t AUTHORVING SIGNATURE FOR THE BEPARTMERT:

3 x it AP P 00, Date: 12/12/08 | x, \sz.aéu._ S M% . Date: n3/nt
(Slgmaturs ant Dato Must Be Handwritten Af Thme of Signawirs) - {Slgruturs and Dite Must B Handwrithen Ai Tome of Sginature;

o PrintNeme: RODert M. St.FPiprye . Print Name: _Bandm BoCrom

< Bini Tilie: Chief of Police R Print Tie: iractnt

(1ssued BA2007} Bage 1 0f 13,




COMMONWEALTH OF MASSAC‘HUSETTS - STANDARD
CONTRACT FORM
ezentalions, commiiments, or 2ssurances mads by the Departmen! or any

fermnination date of that confract. Any oral or wrliian represe
other Commonwealth taprasentative are not birding ant 2 Depariment may not back-dats a confact o amendment in order fo
cover Ihe deflvery of periormance prior fo the Contract effective date, The Commonweslth has no l=gal obigation o compensaie a
Contractor for performance that is not requested and is intentionally delivered by the Coniractor outside the scope of 2 Contract, In
the event obligalions have besn incurred by 1he Contracior thal ware intended to be included as parl of the Contract/Amendment
pricr to the Effective Dafe, the parlies have two options (0 resolve the settlemant of these obfigaticns;
1. Execute a separate Sefffernent and Releass document for the performance and altach to the original confract; OR
2 Include the performance as part of the Contract/Amendment. as folows: The Depariment would enter the astus!
tale the-pardormance obigations began under *Anticipated Start Date” ior eifher the new Contract or Contract
Amendirren( un the Standard Contract Form and chech ofl box 27 sdivaiing Hial e pedonimcs priod 1 e Effeclive
Date is included under a Sefflement. By completing the Conlrac/Amendraent to include the parformance prior 1o the
Effective Date, the Department is abls to enter the MMARS encumbrance to include the performance under the proparly

executed Contaot/Amendment,

Plaage nofe that If ne performance oceurred or was anticipated to occur untll on or affer the Efective Date of the
ConiracAmendment, the parties would check off hox *1%, thereby indicating that no obfigations were incumed prior to he Effactive

Bate.
Auwthorizing Siarature for Contractor/Date: The Authorized Contracior Signatory must, in their own handwriting and in ink, sign
AND enier the date the Contract is signed. See section above ander *Anficizated Contrac Starf Date". Acceptance of paymeni by
the Conlractor shafl waive any right of the Contractor to cigim the ContractiAmendment is nof valid and fhe Contractor may not void
the Conbact. Rubber stamps. typed or other images are not acceptabls. Proof of Contractor signature authorization may be
required by the Department if not already on file. Ses “Reguired Siandard Confract Form Contents” secion below. See aiso OTR
Pepariment Head Signature Authorizalion Policy for the pofity requiring fve Signatures and signaiure dales and Contracior
signature authorization verification. See Contracior Authedzed Sionatory Lisfing,

Contractor Name [Title: The Contractor Authorized Signatory's name znd ftle must appear leglbly.

Authoriring Signature For DepartmentiDate: The Authorzed Departmen Signatory must, in thelr own handwriting and in ink, sign
AND enler the date the Contract is signed. See secfion above under *Anfizinaled Contract Effective Slart Date’. Rubber stamps,
typed of ather images are nof accepted. See afso CTR Depariment Head Sinnature Authorization Policy.

Departmen{ Name /Title: The Department Authorized Signalony's name and fifle must appear legibly. For Contracts requiring
secretariat signoff, if the Department Signatory Is not an authorized signatory of the Secrefary, evidence of Secretariat
signoff must be ncluded in the Contract file.

EXPEDITED EXECUTION. The Contrect/Amendment may be sent lectionically (o the Coniractor, completed, execuled by the
Cenfractor and {axed back fo the Department for start dale purposes. The Depariment does aot have to watl 10 receive a hard copy
of the execuled ContractAmendment and may sign the fax copy for slart date purposes. When the hardeopy of the Contracior's
executed ContractAmendment is submitted, the Deparmant has the opfion of re-sig ning the hardoapy with the date from the earfier
signed fax or may just attach the fax copy fo the hardoopy of the Conlract, In the alterzlive, the Department and the Contracior
may each sign a saparate Contract/Amendmant and the two separately signad documents may be aftached representing one
executad ContractAmendment, provided there are no canflicts in the information sontained on gach signed document.
PLEASENOTE: Any corrections to information on the Standard Contract Form after execution must be initialed and dated
by the partfes. Faxed copies of initialed changes are sufficient for records management purposes, although hardcoples

are preferred.
REQUIRED STANDARD CONTRACT FORM CONTENTS CHECKLIST —i

Originats or true atiest copies of contracts, Massachusefts G.L. ¢ 74, s § requires that either the original or a certified copy of
att Contracts be filed as direcied by the Compirolier. The “record copy” contents of & Contract (as listed betow) must be filed elther
at CTR, 05D {commodity contracts) or 2t the Department I so delegated. Pursuant to the Delegation of MMARS Transaction Poficy
and 815 MCR 10.00, Departments relain the record copy of &l contract documents. If 2 Contract exceeds the publishad defegafion
threshoid, the Department must submit 2 copy of Coniract package o CTR or 08D {Commodity contracts} for secondary review
using the appropriste Transmitial Form (i applicable). CTR or OSD secondary review is not fegal approval of a Contract, but an
expedited guaiily assurance review 1o ensure Contract documents SUPRO MINMUM procurement and conracting requirements. Al
contracts are subjecl io addifional posi sudil and quallly assurance revisws. The Standard Contract Form instructions are
incorporated by reference and are not reguired to be filed as part of the original of true attest copy of the Standard
Contract Form. A Deparment official wro has seer the original of a document can attest that a copy submifted is & “rue atles!” or
“rue copy” of the original. This cerfification can be done on the top page of the copy or by attachment. See aise Deparimen! Head
signature Authonzation Poficy. For addifional guidance for contents and submissicn requirements see Contracts Quick Refarence
ang giale Finance Law end General Requirements Folicy. In addition to this Slandard Contract Form, the following Contract

content checklists apply to each respactive coniract type:
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CONTENT CHECHLIST FOR NEW CONTRACTS

Applicable Commonwealth Terms and Condifions: Department must very ¥ Conlrasior is dlready on VCUST table on
MMARS. New Contractors must have T&C filed with CTR along with appropriale YCO/VOM fo update table. T&C must be on
fiie with VCUST before encumbrance can be entered for this Contracl, For an existing Contracior's Standard Contract Form,
Contraclor information mus! match VOUST table tor tha Yendor Code, Division and Remiftance address. (ADDOT, ADOOZ. )

Evidence of Procurement (¥ procurement done}: A copy of the RFR, o7 a Comm-PASS close-out Contract Summary
soreen print (provided the RFR has been properiy closed ouf and the dosa-out Summary postes on Comm-PASS verffies the
localion of the RFR and RFR Refersnce Number on Commi-PASSY, or copy of cthar solickation, grant application, ete. {if
appiicable). The ‘Board Award Fleld” on MMARS Encumbrance must contain this reference number 1D or excaplion 10 {See

Evidencs of Exception below),

Evidence of Exception {If competitive procurement was not done): Aftach documentation for the exception. Justification
Memorandum for Emerency; copies of legisiative tanguage or ofher iegal exemnplion for Contracts with leglstative earmark or
fegal sxemption from procurement; copy of approval fram OSD for Cofienlive Purchass Contranl with federal or ather pubfic
enlly, or copy of posting/hiring documeniation and resume for Confract Empioyees. Attach wopy of public posting of notice of
intent to contract with Contracier, T done. Also indlute documeantation of how the Confraciar was saizeled and why fhis
seleclion supporis best valug; See aiso 807 CMR 21.08 and "Competitive Procuretment Excaplions* of the QSD Procurement
Informafiog Cenfer {PIC). For grants, see by 815 CMR 2,00 and State Grants and Faders! Subarants Folicy.

Please nofe that if Emergancy performance or other contract performance has been Tully completed prior 1o signing ihis
Standard Contract Form, and no addilional performance is iended 1o be mads after signing this Standard Coniraed Form,
Departmenis may use the Setfiement and Refease Form in lisu of the Siandard Confract Form fo document complsted

performance (o enabie fing! payment, ’

Contractor's Response; an criginal or frue attest copy of ihe Coniractor's Response (bid) to the RFR of Reapanse 1o znother
procurement or grant application, or a copy of the Responses I the RFR/procurement was canducied by anofhar procuring
Depariment, Altach any additional negofiated terms thal either modify or are In addition to the RER or Response, if an RFR or
other procuremant was not done, ailach & detaiied description of the scope of perormance, work o task order, and a detailed
budgst or schedule of fees or compensation for this Contract. Performancs ferms may not modify terms of applicaie
Commonwealth Terms and Condiiions or Standard Contract Fam. _

Hurman and Social Services Gontracts: altach raquired Humen and Social Services Afschments 1-5. Ses instruclions for

Attachments,
Individual Contractors: Depariments hiring “individus! conbractors” as either “contract emplovees” or “independen;
confractors” are reguired io comply with the policy individual Contractors - Independenf Coniraciors ve. Coniract Empioyess

and attach the Emplovment Stalus Form.

Consultant Contracts {HH, ND1-N14, U05 object todes per the Expenditure Classiication Haendbook):
Contractor Disclosures. Contractors must disclose Individials with Financie! inferest (if applicable); Other income [if

o
applicable}; and Kay Personnel. Please nole thal key personng! may be deemed io be state o special state employses
pursuant to GL. ¢, 268A, Centractors may make required disciosires as part of the RFR Response, by aftachment or
may use the Consuliant Contractor Mandatory Submission Form..

o Secrefariat Signoff. Departments must oblain secretariat signoff for & contracts under 6.1 5. 29,5 294 and 5. 208
PRICR fo periormance beginning. Secretarial signoff does not have 1o be on the Standard Contract Form, bul must be
mcluded as par of the Conlract File.

o JELP {Tax Exempt Lease Purchase). TELP aftachmanis: ANF TELP Asthorizaiion Form, TELP Lease Furchase
Quote, Acceptance Cerfificate, Essential Use Letier) musl be inciuded. Certificate of Approprisfion and Payment
Schedule. Payment schedules must use curen! MMARS standard recuring payment schediie: See RPSCHD {TELP-
quariery; TEMO-monthly, TESA-semi-annual, TEAN-amnuall,  TELRt paid with state funds must uwse ihe
Commonwealih TELP (iITD) or the Statewide TELP {CSD}. Please note (hat TELP paymenis iake the highest priority for
payment, even above paytoll. Contact CTR immediately If Departmant faces any unceraindy of making TELPs payments
or ime. Please coordinate with ANF 1o ensure sufficien! aliotments io make fimely pavments.

o Legal Services Confracts (H03, N0}, Al Commonweatth Depasiments are required to obtain:

o GOV Approval, Attomeys hired by Executive Departments are required to compefitivety procure all legal services
{See 801 CAR 21.01/2)(b)) and oblain pricr approval of the Govamor's Chief Legal Counse! PRIOR to posting or hire

(See GL. ¢ 30 s 65) '
AGD Review. PRIOR to the stant of performance, prior review of planned semvices by Ihe Ofiice of the Attorney

General (AGO) lor legal representation of the Departmant under a contrac!, and 2ppoiniment as & Special Assistant
Attormey General "SAAGT for litigation services.  The Atlormey Geners! Review Form for Afforaeys Providing Leas!
Services form mus! be completes and mailed {wilh required attachments) o the AGO for any new fegal services
contract, and for any sigrificant zmendment o the ssope of services under an existing conteact, PRIOR 1o the start of
periormance or g matedal change in perormance. See: Alftomey Genersl Policy for Prior Review of Aftornevs.

MMARS Encumbrance - Rates and Purpese in Comments Field, For Fxecutive Depariments, the MMARS
encumbrance "Commenis fiefd” musl contain the Unils and *Rates® or "Range of Rates” for the services and a brial
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sofipiion of ine type of services ande! the sroagement to enable complefion of annual reporiing requirements under
GL o 36 & 85 Deparments that fail to include this information a5 part of the original encumbrance will be required
1 modify the encumbrance 10 add this information in crder (o complete reporling requirements,

CONTENT CHECKLIST FOR AMENDMENTS

£ Attach & detaiied deseription of the changss ihat are baing made 1o the scone of performance {if any), and any corespanding
changes to the detalled budget or schedule of fees. For renewals funded by confinuing accounts, verify i any carry over funds
from prior fiscat years need to be re-authorized for the current or a future fiacal vear.

[ Forintesim Contracts {or for grants}, atiach justificafion memorandem for reasons for Interim Contract {or for grant}.

[} ¥ Contractoris undergoing a major sleuctiral change which impacts the underiving procurement, the Gontraclor may be
fBguired o negotiate continued periomance and execule & Contractor Chanue in Jdentity Form INSTEAD of this Standard
Contract Form. See the Amendments, Suspensions, end Termination Policy for additional information. Perdormance terms
may not modify terms of apoficable Commonwaaith Terms and Condifion or Stardard Contrazt Sorm,

CONTENT CHECKLIST FOR ALL CONTRACTS AND AMENDIENTS

{3 Form W8 If Contracter is not already on VCUST table {new Confracis), If new W-9 file with CTR with T&0 and VCC. For
Existing Vendors, verdfy thal YCUST malches anv new W-8 and the Standasd Coniract Form, and i there s new information
on W-B or Standard Contract Form, update VCUST with updated W-6 and VCM. Fer Amendments, no updales are
necessary uniess the Contracior's information on the Standard Contract Form is changing which may require an updated W-
9 and TEC. If Contrattor is undergaing & maior shrychural change which impacts the underying pracurement, the Contractor
may be recuired to negoliste continued performance and exectte a Gonfractor Change in lentity Form INSTEAD of this
Standard Confract Form. Ses the Amendments. Suspensions, and Temaination Priiy for additional informatlon. Vendors
must be careful when submitling W.8s that informsation is accurate, since the YCUST tzble witl be upcated for all business with
the Commonwealth. Deparimeants shouid verify with the Contracior when mformation is updated 1o ensure that the updale is
accurate since changes wifl impact all business with the Commonwaalth,

Contractor Signature Verification For All Goniracts, Grants or Ofher Aoresments. The Contractar Authorized Sinnature
Listing, ar any other alternate format, may be used for this pupose. Pursuant 1o the Comtractor Authorized Signatory Policy,
Departments are responsivie for verifying that the Standard Contract Form, T&C, W-9 and other decuments refated io the
Contract (regardiess of amoun( is signed by an authorized signatory for the Contractor. Verfficalion includes authentication of

idsniify and suthority to sign of the person signing the documenta.

{3

{3 MMARS must match tofal Contract, inciuding seftiements.
o Currend state finance law poficy requires the information input in MMARS io match the underiying contract or supporfing

documents, including extensions, renewals and amendments. What appears in the MMARS system will be considered
the *offictal record” or *record copy” of fiscal activities and will suparsede paper of other formats of the same information,
Therefore, the MMARS ancumbrancs must mateh the temns of the Contract inchuging Vendor Code, siart and end dates
and compensation. ff a seftiement is parl of the Cantract o7 Amendment, include 24 seflemen! amounts on e same
MMARS encumbrance as the Contract/Amendment, unless otherwise directsd by CTR.

MMARS encumbrances must be entered as scon as possible after ContractAmendment execution to ensure funds are

{imsaly encurmbered,
o Aleast ons cormodily line with appropriaie comesponding accounting ling is requires for sach butget fiscal year of the

Confract,

All supperfing documentation must be inciuded in the Caniract File. Deparimants must remember that MMARS is an
accounting sysien, which is used 0 accuralely record and report on fiscal activities, Compliarce responsthility remaing
&t all imes with the Department employees who process documents 1o *Fing” staivs. Since MMARS will track the UAID
of the Depattment employee who approves documents, quality assurance raviews wil idantify not only the documents
that will be reviewed, but also the securily identification {UAID) of the empioyes who approved the MMARS transactions.
Deparments must be espesially careful when modifying MMARS transactions {such as encumirances} {o support
tontrac! exlensions and amendments, specilically effective dates. It is improper for Depariments 1o enter 5 modification
1o a MMARS wransaction to reflect starl and end dates that are nol supponed by the underlying Contract docomentation,
MMARS changes/adiustments with no undarlying Contract changes do not require & Cantracl amendment. For fiscal
changes with no underfying Confract change that exceed the Depariment's MMARS lransaciio processing limi, submit
a CTR Transmittal Form referencing the Doc 14 of the MMARS documsnt and indicaling the change required (Non-
Commodily confracts). For exsmple, enter the Do Id and ‘Rate Confract Increase/Decraase” for Rale Contract
increases and decreases in lotal obligations. For appropriafion account changes {swilching, adding or delefing accounis)
with no underlying contract change, enter Doc i and “Appropristion Account Changse”,

Records Management - Procurement and Gonfract Files. In accordance with 815 CMR 10,00, the Depariment is the
record keeper of the official record copy of the Conlract docusments and the ContractProcurement file, MMARS is the official

]
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i NSTRUCTIONS - |

The following Instructions to the Standard Contract Form are provided t assist both Contraciors and Commanweslth Depariments
with ths interpretation and completion of the Standard Confract Form. These Instructions, including policies, procedures and 1egal
refersnces, are incorporated by reference intg the Standard Confract Form. The Standard Contract Form is the bolferplate
contrad used by the Commonwealth for commodity and service Contracts, Grants and any other agresments for which znother

standard bollerniate is not aiready prescribed by staltte, regulation or policy.

The Sfandard Contract Form is not 2 stand glons coniract document bt is used as the key document that incorporates the varicus
documenis thal make up 3 Commonwesth Coniract, which include in the hierarchy of precedence: {1} the apniicable
Commenwesith Terms and Condifions or the Commonwealth Terms and Condilions for Humen end Social Senvices (T&C} (2} this
Standard Contract Form, {3) a Request for Response {RFR], other procurement solicitation document, o progarement gxcaption
supporfing documentation, {4} the Contractor's response 1o the RFR or other solisitation, or scope of performance and budget or
procurement exceptions, and (3} any olher non-conflicing negolizied terms and conditicns and altachments, Departments may not
sign Vengor Canlracts but may attach covies of the Coniracts, with appropriate redaction of confiicting terms. A Contracior may not
ocondition execution of the Standard Contract Form o fhe applicatie T&C on the Depariment's signing the Contractor's contract or
other confractual form, invoics, or ofher documents with additionai or cenflisting contraciual terms, Any of these atiathed lerms or

documents shall be superseded by the documents in the order of precedence fisled above,

Note: Any changes fo the official printed language of this form shall be void. This form is designed to have data
efectronically added, rather than manuaily completad and table boxes wilt expand to accommodate text that s regusred to
be added, Departments and Confractors may not alter the format or add fields to the form. The Bepartment and &
Contractor may negotiate by attachment, any additionat language which clarifies their undersianding of, but does not
change, the language of the applicable Commonweaith Terms and Conditions and thig Standard Contract Form,
Clarffications may Bl in the gans and “spell-out’ the understanding of thg Depariment and the Contractor regarding their respeciive
contract responsibiliies. Clarifications may nol be used o have the effac] of eegating, modifying, or replacing fanguage in the
appiicable Commonwealth Terms and Conditions or this Standard Contract Form. For exampie, the folowing are accenlabie
additicnal terms:  prior written notice pariods, Yypes of reports and fming of submission, delalis of delivary or acceptance of
pedormance, records storage requiremants, idenfifying what items are consicered “deliverables® and what Hems are ‘contractor
materials” thal are already copyrighted or owned prior (o the Coniract, and are being used to complete peformance. Ownarship
can not be conveyed alter performance if the Commonwaalth has paid for devalopment of a defiverable with just compensation,

Contract Should be Sent and Reviewed Eiectronically. The Standard Centract Formis designed fo be used electronically and
should be reviewad by Contraciors ondine 1o ensure access fo hyparlinked references. Depariments completing the Standard
Contract Form for execulion should enter the information elestronically and send the form elacironically (o the Contraclor to ensure

fimely completion and execution.

Links to policies, procedures and legal references. Tex! ihal app=ars ftalicized ang undefiined in the Standard Contract Form
indicates & "hyperlink” thal will link you to an Intemal or bookmarked sile for the particutar reference being cited. Prassing the "AY"
and "FY" keys while in the Micresofi® Word version of this document wil display the full text of hyperlinks which can be copiad and
pasted or yped inlc your Intemet browser address field # you can not connect direclly fo ihe internet by clicking on 2 hyperink,
Hyperiinks o legal requirements such as statutes and reguiations are links lo unoffisial -versions of these documents, Whie
rgasonable afionts have been mads to assure the accuracy of the data provided, Departments and Contractors shouid consult with
thieir isgal counsal to ensure compliance with all legal requirements, Using the Web Toolbar will make navigafion between he form
and the hyperlinks sasier. Please note that not all applicable laws have been cited in this document. Instructions and
hyperiinks may be added or changed without nofice, so please periodically check this document at: WWW.ITIBES. gowose
under Guidance For Vendors - Forms or 8t wwiy.mass.gov/osd under 08D Farms for updates.

A Depariment is NOT responsible for providing 2 paper copy of the Standard Confrast Form Instructions (o Bidders ar Cordractors.
The Standard Contract Form Instructions ars incorporated by reference into the Stantlard Contract Form and do not have 1o be
filed with the compleled Contract documents. Departments and Contractors are responsible for reviewing the Standard
Contract Form electronlcally onfine including the Instructions and hyparfinks.

Contractor Name {and dib/al: Enler the full tegal name of the Contractor's business as i appears on the Contractors W8 Form
and the appiicabie Commonwealth Terms and Condifions. If Contrazlor also has a ‘doing businass as" {d/bfa) name, both the iegal
name &nd the “d/b/e” rame must appear in this section. Changes to the Contractor's Legal Name without a majgr strcltural chanae
(such as & merger or consiidation) will require an updated W-8 and Commonweatth Terms and Condilions signed by an Authorized
Signalory of the Coniracley and filed with CTR. The Depariment should vpdate the Contract and allachmants efther al the tims of
ihe name change, or when the Contrac) i pext amended. The Department is raguired 1o make fhe necessary changes using 3
VM for the VCOUST table {0 update the Contractor's Vendor Code.

Contractor Lecal Address: Enter the Lega! Address of the Contractor which matches the W.G filad for this Confracior where &0 tax
reporting forms wiit be sent. This address must mateh the legal address the Contracior has on file with the Internal Revenue

{lssued B/8/2007) Page 2 of 13




COMMONWEALTH OF MASSACHUSETTS - STANDARD
CONTRACT FORM

Service (IRS) and the Depaniment of Reveave {DOR) and must maich fhe 1005 information lor the Vendar Code lisied for this

Contracl, Updales to the Legal Address without a maigr shuctural chanae 1o the Centracior {such as a buyout, marger, or ciher
change) 1equirss an updated W-S from an Autharized Signatory of the Contractor, bul does nof raquire olher coniract document
changes. The Departmant fs required to make the necessary changes using a VOM: for the VOUST table fo update the Masier and
Legal Addresses for the Contracior’s Vendor Code, '

Contracior Payment Remitiance Address: Alsu enter the *Remittance Addrass if payments are 10 be mailed 1o 2 separale

mailing address, which much match the remittance address on the W-8 submitted by the Contractor. Unless otherwise specified in

the Contract, legal nofice sent or recaivad by the Contracior's Contract Manager {(with confirmalion of aclual receipt) through the

fisted aderess, lax number(s) or efectronic mall atdress wit maet any reqUitements for written notice undsr he Contract, Updates

to the Remitiance Addrasses require an updated W-9 from an Authorized Signatary of the Contractor, but do not reuire other

contract document changes. The Depariment is required lo make the necessary changes using a VOM for the VCUST iabie to

update the Master and Legal Addresses for the Contractor's Yendor Coda.

Gonfractor Maior Structural Chanas, The Contracior is required to provide the Deparnment with & minimum of 45 days written
advence nofice of any planned or potential siructural change (merger, buyou!, scquisition, consolidation), Contract performance
may nol be aulomatically assigned to the nsw entify fsince the underlving procurement may be affected) and the Confracior
may be required 1o negofiate continued parformance and execute & Coniractor Changs i identily Form in liss of 3 Standard
Contract Form, See the Amendments, Suspensions, and Temmination Policy for additonal information,

Contractor Contraci Manager: ldentiy the authorized Contract Manager who will be responsibie for managing the Contract. The
Contrac! Manager should be an Authorized Signatory of, at 2 minimum, a person designated by the Contractor fo repressnf the
Contractor, recelve legal notices and negotiate ongoing contrac! issues. The Corfract Manager i considered “Kay Parsonnel® and
may not be changed withou! the prior approval of the Department. Notice of 2 change of Contract Manager may be sen! in witing
by jetler, s-maf|, or fax 1o the Dapariment Contracl Manager and does not require 8 formal Amendmant. ¥ the Contragt s fisied on
Comm-PASS, the Contract Manager should be listed in the Vendor Section.
Contratter PhonefFax/TTYIE-Mail Address: ideniify the phone, fa¢ and TTY/TTD number(s) and electronic mail le-malll address
of the Confract Manager. The Contractor is required fo ensure thal this information s kept current 40 ensure thet the Department
can contact the Contracior and provide any notice under the Contract. Unless otharwise specified in the Contract, legal nofice sant
or recedved by the Contract Manager (with confirmation of actuat recaipt) through the iisted address, fax number(s) or electranic mail
address wil meef any requirements for wriflen nolice under the Contract, Notice of a Change of this information may be sent in
writing, by e-mall or fax fo the Depariment Confract Manager and does not requite a formal Amendment, i the Contract is fisted on
Comm-PASS, the Contract Manager information should be iisied in the Vendar Section.

State of mcorporafion: If Contractor is & comporation, enter the state in which the Coniractor is incorporated. if fhe Conlrastor is

not & comoration enter *N/A™ . .
Contractor Vendor Gode: Enter the stale accounting sysiem Vendor Code {siso known zs the Vendor Cusiomer MNumber}

assignac by the Commonwealth. if a Vendor Code has nof been assigned, leave this space blank and e Depariment will complete
this section when a Vendor Code has been assigned, The Department must ensure that fhe Contractor's Vendor Cads matches the
Vendor Code creafed on the state accounting system MMARS VCUST table. 4 the Contracior has a Yendor Code with muliple
payment remitiance addresses (see the MMARS VEND flle), the Deparment must verify [he comect Vendor Code with the
Contractor lo ensure fmely and properly direcled nayments. See Yendor/Cusiorner Poiicy. The Confractor's faflure 1o verify the
correct Vendor Code wilt waive the Department's Hiabifily for late payment intarest for payments sent o the intorreci ramitiance
atdrass. A change in Vendor Code Is usually considersd a significant Contract Amendment {inless the change involvas no major
struciural change and the underlying procurement is not affected). Changes in Vendor Codes which result in change of Confraciors

are resiricted (see masor sirucfural change).

MMARS Object Code: MMARS is the Massachuselts Mansgement and Aczounting Reparting Syster. This field is entered by the
Deparimenl and should identify the MMARS Oblect Codefs) from the Expenditure Clagsification Handhook thal represent the type

of expenditures for this Confract, and is used to maich with the MMARS encumbrance transaction. The object code may be
changed by the Depaniment without a formal amendment.

Department MMARS Alpha Code apd Name: Enter the MMARS Depariment Aipha code assigned to this Department and the full
legal Depanmen! name, which must be a Depanmen! recogrizad in the MMARS state accounting system with a three (3] Jefler.
MMARS Code, A Division within 3 recognized MMARS Department may not sigh contracts or make olher obiipations, bu! must
have confracts and other obligations signed undar the Department recognized in MMARS,

Depariment Contract Manager: ldentify the authorized Contrac! Manager who will be responsible for managing the Conlract. The
Conlract Manage: shoutd be an authorized signatory or, at a minimurm, an employas designated by the Depanment to represent the
Departmen! {o raceive iegal nolices and negotiste ongoing contract issues. Nolice of & proposed change of 2 Conlrac! Manager
may be senl in wriling by lefter, e-mall or fax fo the Contractor's Contract Manager (with confirmation of aciuzl receipl} and does net

require a formal Amendment, .

Department Business Mailing Address: Enter the address where all formal cormespondence 1o the Depsriment must be sent,
Uniless otherwise specified in the Confract, legal nolice sent of raceived by the Department's Contrant Manager {with confirmation of
actual receipl} through the fisted address, fax number{s) or electionic mall address for the Contract Manager will meel any

=

requirements for wiitten notice under the Contragt,
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Depariment Biffing Address: Enier the Bifing Address if invoices mus! be senl io a different locelion. Bifing or confirmation of
defivery of parformance issues shauid be resolved through the listed Contract Man agers.

Department Phone/Fax/TTY/E-Mail Address: identify the phone, fax and TTY/TTD numberls) and siectionic mail (e-mail} addrass
for the Contract Manager, Uniess oiheswise specified in the Contracy, legai nolice sent of received by the Gontract Manager (with
confirmation of actual receipt) throvgh the listed address, fax number(s} or glaclonic mail addrass will meat any requirsments for
writien nofice under the Contradt. :

MMARS Document 1D Enfer the siaie accounfing syslem (MMARS) encumbrance transastion number associated with this
Contract. The same MMARS Document ID should be used as a reference number on all tansactions, documenialion or other
conmespondence related 1o the Contract for audil, Quality Assurance and Records Management puposes This information can be
cntered affer the Confract is executed. ff more than ong i0 s beers user o (s Conlruct or Amnsndment, identify a8 that apply.
This infermation must be completed for all contracis and amendments. For Statewide Contracis, OSD may enter the Comm-
PASS 1D in addilion to the MMARS doc id.

Reguest for Response (RERWProcurement Reference number er other Contract identifier. Enter the raference number of the
RFR or other Procurement Number for this Contract of Amendment (even ff you are using an RFR that was issued by another
Department), ff the RFR was posted on Camm-PASS, use RFR Refsrence Number as posted. If s RFR was not used, enler
Contract No. or other reference number. K none, indicale "NA*. This information is necessary for Audit, Qualily Assurance and
Records Management purposes. :

Accounf(s} Funding Contract: Enter the account(s) funding the Contract. This information can be entered afler the Contrac is
axecuied. § more than one 1D has been used for this Contract or Amandment, identify all that apply. This information must be
completed for all contracts and amendments. Funding accounts may thange during the life of Contract. Piesse note Ihat
accounts with-eammark language thal provide a procurement exceplion may nol be replaced in whole or in part with a different
funding acoount {that does nol have sarmarked of procurement exception lenguage} uniess a proctremeant prOcess or exceplion is
supported under the new funding accounl. Earmark or procursment exception authorization n one account is not transferabis 1o

anciher funding source.

CONTRACT TYPE: The Dapartment must seiect one of iwo opfions to indicale whether this is 2 "NEW CONTRACT or a
"CONTRACT AMENDMENT/RENEWAL' and complete the “Lait” side onfy for New Contracts, and hs "Right” side only for Contrac!

Amendimenis/Renawals,

FOR NEW CONTRACTS {leff sige):

COMPENSATION: identify if he Confract has 2 Maximum Obligation or is 5 Rate Contract:

s Maximum Obligation. A maximum obligation is used for either uril-based or project-based compensation when periommance
{commedity, sarvice, grant, efc.) is prediciabie and measurabie and & maximem amount of funds will be set aside for the
Contract.

o The amount entered in this space must be fully encumbered by the Department for the duralion of lhe Contract {including

‘out yaars” for multi-year contracts) according io the Effective Date, and any seftied obligations that are included.

o Any fiscal year in which Contracl Terms will stif be effeciive, but no compensation will De paid, must also be reflectad in

MMARS to ensure that the (ofal durafion of the Contract is included,
The aftached budgst or cos! informaiion must maich the Contract Maximum Obligation (or 25 amended) and the MMARS

iransaction,
Rate Confract, A Rate Contract is used when the rate per unil of performance {&.g.. commocdity or service) is known but the
nurmber of unifs that wilt be needed during the Contract pericd is unknown o Mray vary based upon need or usage. Rate
Confracts are also used when there are multiple Contraciors availzble to provida pariormance and it is unknown which
Contractors wil be selscted al any given fime to provide performance. if the Rate Contract is signed solely with one
Contractor, the Department mus! encumber sufficient funds on behalf the Contraclor 1o support the anticipatad use of the
Contracl. if the Rate Contract is signad with mubtiple Contractors that may o may not provide parformance during the Contragt
period, the Department mus{ encumber sufficient funds to suppor the anlitipated use of the Contracl. The encumbrances
may be ‘vendor specific® with one encumbrance per Contractor, ot may be done through a Departmental Mester Agreement
{MA) or 8 CT with Evert Tvpe 51 ["open omder's if not tied fo 2 Deparimental MA {where funds are noi encumbered on behalf
af any smgle Contractor), Attach rates and types of unit (per hour, day, week, iem, st} including any supporiing
docurmentation for rates. f rales ars (o be negotiated, atfsch & description of the process, index or schedule that will be used
to negefiate the rates. Rale Contracts with negofiated rates should identify & range of rates or 3 tap in rates and may nol be
used for open-ended arrangements bit are appropriste for fisis of pre-quaiified contractors and cerlafn Stafewide Contracls for
which rales are negolialed on a par project, program, task or work order basis depending upor the performange fequired.

o

Commonwealth Terms and Conditions That Apply To This Contract: Check ither “‘Commonwealth Terms and Conditions” or
*Gommonwsalth Terms and Condiiions Jor Human and Sccial Services”, whichevar is applicable 1o the Contract performance, {See
Expenditure Classification Hendbogi for assistance in detemmining applicable Commonweatth Tems and Conditions), The
appiicatle “T&C" is signed only once by the Contractor and filed by the inffial contracting Depanimeni with the Office of the

Comptrofter (CTR} and is recorded on the VOUST tabie on the "Business Type” screen. The signed and filed Cormmanwealth
Terms and Conditions will be incorporated by reference and apply to any contrae, Grant or pihar agreement entered info by the
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Contratior and any Commanwealth Department. Therefore, Contractors do noi have 1o re-sign the applicable T&C for subseguen
procurements of coracts, uniess the Contractor Nas a fegal name change, or a major shugtural change.

Departments are required to verify that the TAC s execuled by an Authiorized Sianaforv of the Contragior, The appicatle T&C must
be on fie at CTR PRIOR 1o submifiing this Contrac! for encumbrance processing at eithar CTR or 08D, or f the Depariment has
transaclion delegation, prior 1o processing the encumbrance in MMARS. A Oepariment must check the MMARS VCUST undr the
"Busingss Type® tab 1o determine if the Contractor has already signed ihe apnlicatie Commuonwentih Terms ant Condifions and
should no} reques! additional copies if already filed. Confractors may subrail photocopies of a previously signed T&C if so
requested. Addifonal eriginal T&Cs should not be relained by g Department, bul must be sent to the Office of the Complrofier
Payee Unit lo be mainiained on file lo ensure that CTR and ihe VCUST lable refiect the most recent documents.

if fhe Coniraclor does nol Bave the apalicable Commonweaith Terms an¢ Condifions on file and recorded on the MMARS VOLIST
table, the Departmant must complete & VOM on MMARS and then mail the completed Commonwealh Terms and Condifions io
CTR's Payes Unit. Changes o the Contractor's identily during the period of the Contract require an updsied W-9 and axecution of
another Commonwealth Terms and Condifions reflecting the new information. See Guidelnes for Malerial Changss in Contractor
identity under Amendments, Suspensions, and Termination Policy. For more mformation on Vendor Code requirements sse Vendor

File Poiicy.
Procurement or Exception Type: Check the appropriate type of procurament or exception for this Contract, Only one option can

be selected.

® Cemmedity or Service Contracts. If the Contract is for the procurement of commadilies or services, the Deparment must
indicate if the Contrac! was mrocured as 3 "Single Deparimant Procurement/Singie Depariment User Contract”; “Single
Pepartment Procursment/Muliiple Departrent User Contract”, “Muliipie Depariment Procutement/Limited Deparimen! User
Contract”; or a “Statewide Contract {Only for use by O30 or an O5D-designated Dzpartment)’.  See Commodiies and
Seivices Folicy and Lse of & Procurement by 2 Siiole or Muifiote Departrnents for more information and documentation

. requirements for fhase opfions.
. Grants. #f the Contract is being used for the award of a Grant, the Department must check "Grant’. Grants are govermed by
15 CMR 2.00 and State Grants and Federal Subgrants Pojiey. Ses "Required Standard Confract Form Contents” below for

additional information,

Campetitive Prosurement Exceplion. If the Contrast did nat rasutf tront & compsiifive procurement, the Deparimerd must
check off the appropriate exception: *Emergency Contrac!; *Contract Employee”; "Collective Purchase approved by OSD; a
“Legisiative/Legal Exsmplion® or *Other’ {and spacily procurement exception}. Documentation proving the axcepfion and a
Justiication memorandurm identifving how the Confraclor was selacted and why the seleclion represents bess value, must
alse be aflached. See "Reguired Standard Contract Fom Contents” beiow for addifional informetion. Plaase note thal the
“Inferim Contract” compelifive procuremsnt exception is only available for Contract Amendments/Renewals {right side of

form; see below).
Anficipated Start and End Dates: Seze Sfiective Date. Anficioate Star! Date and End Date below.

FOR CONTRACT AMENDMENT/RENEWAL {right side}:

There are no aulamatic Contract Renewals and bolh parties must execule an Amendment for 2 Contract Renewsl Any “material"
change in the Contract terms mus! aiso be memorialized in an Amendment even i the Maximur Obligation or a correspanding
MMARS transaction is not nesded {o support the change. "Material’ changes are any significant change to the performance
obligalions of 2 Contraclor or the performance expectations of he Department {such as any change in duration or maximum
obiigation), Minor adiusiments lo the scope and budget that do not materiglly impact the maximum obligation or performance
responsibiiies of the Contrastor, or do nat materially change the performance expectations of the Depariment do not require a
formal Amendment, but i is presumad that the tarms of performance {scope) and cosls {budget) will be updaled as part of the
Coniract file, unless airady identified under the Contract. See Amentiments. Suspensions, and Termination Policy for further

guidafines on Amendrments and Cplions 1o Renew.

The parfies may negotiate 8 changs in any element of contradt perormance or cost identified in the RFR or the Contraciars
rasponse which resulls in iower costs, or a more cost-effective or beter value performance than was presenizd in the otiginal
selecied response. Provided the negotialion results in 2 betier vaiue within the stope of the RFR than what was proposed by the

Contraclorin the origing! selected response, it is negoliable.

CURRENT CONTRACT START AND END DATES: Enter the "Cument Start Date’ anc the Current £nd Date® for the Coniraci prior
to the Amendment. This information is necessary fo validate he MMARS iransaction that is being changed and to ensurs that the
cates cf performance are accurate for the entire duration of the Contract. This information can b obtained from the original

contadt form, or if previcusly amended from the Amendment Form.
. "Ne Compensation Change”; "Redisirbute Budgel Line ilems™ "Maximum Obligation” or “Rate

COMPENSATION: Check either
change”.
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]

tract, including

o Compensation Change, should only be sefecied | there is no chiange 10 the compensation under the Con
Marimum Obligation, Line-iterr redistrioution or Rates. Then Skip to "Other” and identfy the type of Amandment being made
and attach documentation for change.

Budget Line lfems Redisiribution (No Maximum Obiigation Change]. ientity any changes in budget ine items thal move
funding arcund within current Maximum Obligation and orocurement parameters. Atiach amendad performance and budget
terms to support redisiribution, .

Maximum Obligation Change. {Check off this section and complete ff Maximum Chbligation s increasing o dacreasing.)
Enter Curren! Tota) Contract Maximum Obligation {prior to Amendment/Renewal refiecting all prios amendments),

a)

b} Enler the Amendment/Renewal Amount {indicate whether increase of decrease by including + or *-* respaciively before
the amount), (MMARS transaciion must maich fhis amount.}

¢} Enter New Total Contract Maximum Obligation, which must equal the Current Toig! Contract Maximum Obéigation plus
{*") o minus {-'} the Amendment/Renews! amount. (MMARS vransaction must match Lhis amount.)

d)  Note: Carry over funds. Mulfi-year coniracts in which encumbered amousts in any fisca? year thal raman unaxpanded

at the dlose of the fiscal year are NOT automatically avaltable for compensation Tor Contractor performance in
subseguent fiscal years unless so authorized by the Deperiment. For operating accounts, unexpended balances rever
at the ciose of the fiscal year and are not available for subsequent fiscal year obligations. Unexpended, encumberad
amounis in confinuing accounts {federal, trust, capital; wil balance forward obligation ceflings for these amounts in
MIARS. The Department is responsibie for recanciling performance and expenditures i each fiscal year and
authorizing use of carry over amounts for pedormeance n the subsequent fiscal year(s) etther as parl of amendmenis to
the scope and budgal of the Conlract, and undedying MMARS transactions, or as pari of the ariginal Contract

parformance terms and budget.
Rate Changes to Rate Contract. (Check off this section i Rafes are being changsn. Aftach rate changes)

OTHER (Check off Change and attach all supporting documentation):

*

Amend Duration Only (No Compensation Changej: Chack off this section only if durafion is being changad with no changes
to compensation of parformance. This option fs commaonly used 16 extend the dale for compietion of performance with no

gddifional compensation.
Amend Scope of Services/Performance Only {no budget impact). Attach detailed deseription of changes i Stops or

perictmance.
Interim Contract: Chack off this section for a lemporary extansion {Interim Contract) of 2 current Contract in order i

accommeodate the completion of a new precurement.
Other: {Describe Details of the other type of amendmeni and aitach documentation}

Paymenis and Prompt Pay Discounts.  Paymenis under his Conlract or Amendment are madse in accordarice with the applicable

Cormmonwealth Terms and Gonditions and the Commonwealth 81 Paving Folicy.

Electronic Funds Transfer {(EFT). !f the Contractor does not vel recelve payments electronieally, iie Confractor should
complels the Authorization for EFT Payvments Form. In addition to sending the remittance information o the Confracior's
fimancial instiution wilh the payment, CTR's Massfinance/Vendor Web sife allows Confractors access to their remittance
information, payment history and pending cayments under thefr Vendor Code (listed abova),

Legal Payment Date. An invoice/obligation is considered legally paid based upon the Payment Issue date recorded in the
state accounting system (MMARS) which will be when ihe payment is Issued by the Commonwealth via EFT (Siectionic Funds
Transfer) when issuance fiie is ransmitted {o the tank or, for checks, when the check is sent io the 1.5. Post Office by the
Stata Treasurer's Office. The issuance date is the refevant date for Promp! Payment Discounts. {See Prompt Pay Discount
Poiicy.) Under the appiicable Commonwealth Terms and Condiions, pursuant io 5.4, ¢ 20, 5. 26, ¢ 27 and 5. 20, chiinations
may not be inourred unless there are sufficient appropristed or non-aporopriated funds available and aliatted o supporﬂhe
obligations.

intercent. All paymenis due to the Contractor shaft be subject o imercept pursuant 1o G.L ¢ 74 5 Jand 815 CMR .00,
Ovearpayments shall be reimbursed by the Contractor or may be offsel by the Department from future payments in accordance
with state finance iaw. Offse! shall include intercept of other funds paid 1o the Contractor from other state Depariments. The
Contracior may not penalize any state Department or assess [ale fees, or cancal a Contract or olher services ¥ funds are
inlercepted due o outstanding faxes, chitd suppor, or other overdue debts of the Contractor,

Prompt Payment Discounts. This section of the Contract/Amendment is used to identify promat payment disceunts that the
Confractor has agreed 1o provide if the Centracior is issued payment in iesg than the siandard payment cycle of 30 days via
EFT. {Sse Commonwealth Biff Paying Policy and Prompr Pav Discount Policy). Prompt Payment Discounts are of greatest
benefit to both the Commonwealth ana the Contracier it the Comractor sccepts payments through EFT. if the Contractor does
nol yet receive payments electronically, the Contractor snotild complele the Authorizafion for EET Pavments Form, Brompl
Paymant Discounts shouid be negotiated for commodity and service contracts. If an Amendment s being executed, the
current Prompt Payment Discounts should be re-entered and venifisd as current or new Prompt Payment Discounts should be
entered il more beneficial to the Commonwealth. Check off the box it the Contractor has demenstrated a hardship from
providing PPD or the Contracl is for a grant, other financial assistance or ather non-commodity or service that would not

aormatly identity PPDs.
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= Invoicas, lwoices must be submilted in accordance with the terms of the Contrast and the S Paving Policy. Final invoices
i any fiscal yeer must be submitied no later than Adgust 159 for performance made and received {goods dafiverad, services
compleled) prior io June 30%, in order to make payment for that perfomance prior (o (he dioss of the fiscal year and reversion
of appropriated junds. By signing this Contract or Amendment the Contractar agrees that i fne Contracior fafls to provide
timely final invoices for finaf payments by August 15%, the Depariment may make payment based upon the terms and prices of
the Contract for the goods or servicas hat are accapted by the Deparment, and the Coniractars acceplance of payment shal
refease the Commonwealth from further claims for payment. If the Contractor disputes the final payment and refuses paymeni,
available funeds may rever{ and may be delayed significantly undit funds are available to make payment once the dispule is
resoived, and the Depariment will not be subject 1o 1ate payment interest for this delay.

«  Pundemic, Digaster or Emeroensy Medormance. inthe event of 2 serious emergency, pandemic of disaster outside the
sontre! of the Department, the Contractor agrees the Depariment may raauest performance changes refated io the Coniract, or
may negofiate additional performance from the Confractor to address the emergency nesds of the Commonweallh {subject o
apgmpriation), even it not conlemplated under the origing! Contract. Depariments will receive guidance on silowable or
mandated emergency actions in the event of an emergency,

Brief Description of Contract Performance: Enter & brief descripfion of the Coniract performance, project name andior other
identifying information for the Contrset or the reason for the Conirast or Amandment. The descriplion is used to specifically identify
the Contract performance, match the Contract with sitachments, and determine if the appropriale expenditure code (as listed In the
Expenditure Clagsification Handbook) has been sslected, Merely stating "see attached" or referencing attachmenis without 2
namative description of performance is insuffident. The Depariment may inciude any additional infarmation in this seclion 1o ldendify
unique of impariant Information related to this Contract or the Contractor.

Effective Date, Anticipated Start Date And End Date
= The "Effective Date” of the Contract or Amendment is deferminad by the execufion detes of the Contract and any required
approvals as cutlined in Section 1 of the applicabie Commonwealth Terms and Congiions. For contracts exceeding the
MMARS rransaclion delegation liweshold that are rouied through workllow to GTR and 0SD may have the dates
corrected in the state accounting system (MMARS) o reflect the legal Contract Effective Date, as appropriate,

*  For Contracts using fhe Commonwestth Terms and Condifions, "the sfiective start dsfe of performance ander &
Coniract shall be the date & Contrecl has been exscuied by an authorized signatory of the Confractor, the Department,
& later date specified in the Contract or the dale of any approvels required by law or requiation, whichaver s lafer "

»  For Humasn and Social Service Contracts using the Lomumonwesith Terms and Conditions for Muman and Socisl
Sewvicss, “the effective star! date of a Coniraci shell be the later of the date the Confract was executed by an
autharized signafory of the Confractor; the daie ihe Contraci was execuled by an authonized sionalory of the
Deperiment; the dafe specified in the Confract; or the date of Secrelariat suthorization pursiantfo G.L ¢ 29 5 298"

The Contractor and the Depariment are required to certify that the Effective Date” of the Contract of Amandment being executed is
the fates! date the Contract or Amendmeant hias been execuied by & authorized signatory of the Contractor, the Depariment, & tatar
Start Dale specified, or the date of any required epprovals. If the Effective Date of the Contract or Amendment is later than the
Start Date listed, e Contractor and Department agree that by signing the Conrac! or Amendment they have identified if any
obligafions have been incurred prior to the Effective Date for which a payment abfigation has besn friggered prior fo thal date,
which shall be included as final settiement of these obligalions as part of the Confract/Amendment and payment of these obiigations
shall release the Commorawaalth from any claims relaled to these obfigations,

+ Anficipated Contract/Amendment Start Date: The Depantment must enfer fhe "anticipaled” siart date of “obligations” under
the Contract thal wil trigger a payment obfigation. Departments must consider when a payment obligation is “incusred”
{creaies ar: chilgation to make payment]. For most goads, payments obligations are incurred when goods are delivered and
accepted. For services, the Contract should specify i obligations are Incurred based upor periormance such as perfommance
charged al an-hourly rate as sefvices are provided; services for clients in rasidence, services upen request) or the date the
servicss are made avallable {such as the starl date of maintenance or cusiomer service hours are available for usg), or
whether ihe performance obiigation ocours at a later dale, such as when s periodic, fmat I8P, program o7 system componen(
is delivered and accepted, or other Coniract miestone has been achieved (delivered and accepled). Most grants provide
finandial assistance for a public purpose, rather than a lee for service or good (or othar performanca) for the Department, and
will have installment payments with obiigations being incurred based upon the scheduie of paymenis, grant milestones or
reporiing requirements in the Contract, not the actual date grant performance is starled, ‘

= End Date of this Contract/Amendment: The Deparimen! must enter the date the Sontract wil terminate. A Contract mus
be signed for &t least the initiat duration fisted in the RFR, or other solicilation docutent (i appiicable). Amendments to extend
the termination dale, such as exercising an option 1o renew, must be made using this Form and must be signad prior lo any
rew cbfigalions being incurred by the Contractor. Please see Amendments, Suspensions. and Termination Policy Tor
addifional guicelines.

CERTIFICATIONS AND EXECUTION: As past of ContracliAmendment exscution, the Depatimant ang Contraclor must identify
whether any obligations wera performed pricr to the “Effective Date” of the Contracl or Amendment {as oullined abova). Contraclors
are not authorized fo deliver performance for which compensation & sought under 2 contract ar amendrent {aven if requesiad by
the Deparimenl of any other Commonweaith representative) prior to the Contract effective start date of that contract or after the
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fecord of e encumbrance and payment documents and will supersade &Ny paper copies of the same information. The
Contract/Prozurement file must contain, of refer o the localion of, all documentation related t the Procurement and resuliing -
Contractis). A Department is responsible for retaining and archiving Contract recorts in accordance with the Siatewite
Regords Refenfion Schedule issued by the Secrelary of State Records Conservation Board,

[1 Public Information and Privacy Cencerns. 1l s important lo provide Contraciors with remifiance information that will
fariftate proper payment applicafion Lo their receivables. When negatiafing 2 Contract, Departments should esiabiish &
mutisaliy agreeabie data stucture (o communicate geods defiveres or services rendered, Since these flelds are 2 matter of
public record, MMARS Dot 10s (encumbrances, payments, efe.), vendor inveloe numbers, contract numbers, chack
descriptions, and any comment fisids MUST NOT contain personz! information {such as individual's names, SSN numbers,
bank accound nuebers, date of birh, addresses ete.) or other information that could jeopardize privacy or facititate identity
thefl. MMARS Dec 10s and key comment fields may te priniad on checks, sent sieclronicaly as pant of remittance advice: and
will appear on VendorWab {and may be viewed refated (o public records requesis), therelore care must be taken thal indivigual

personal information is not usad,

CONTRACTOR CERTIFICATIONS AND LEGAL REFERENCES ]

By exacufing iz Contract, the Contractor under fhe pains and penaflies of perury, makes 2¥ cerfifications reauired under the
certifications Histed below, and has provided alf required documentation and disciosures (idenfified below with an 3, or shail
provide any required documentation upon request, and the Contractor agrees thal al terms governing performance of this Contrag!
ant doing business in Massachuselis are atfached to Hhis Contract o incororated by reference herein, including in the following
order of grecedence: the lems of the apniicable Commonwaallh Terms and Conditions available a! www.mass.gov/ose under
Guidgnoe For Vendors - Forms or at www,mass.goviosd under OSD Forms, he tarms of the Standard Coniract Form and attached
instrustions, the Request for Response (RFR) or sodcitation {if applicatie}, the Contractors response t¢ the RFR or soiicitation (if

applicable), and any additional non-conficiing negotiated provisions:

The Contractor Is qualified and shall at all fimes remain quatified to periorm this Contract; that performance shall be fimsaly and
mest of exceed industry standards, including oblaining requisite ficenses, registrations, parmits and resources for
perlormance; and thal the Confracior shall provide access o recerds to siste officials under Executive Order 185 and G.L. ¢
17,.5.12; and the Contractor ceriifies hat the Contractor and any of its subeoniractors are not currently debarred or suspended
by the federal or state goverment under any Jaw o regulation inciuding, Executive Order WrGLcZ s 29 and G4, ¢
152 5. 25C;

The Contractor shall comply with the termms of the Regues! for Response (RFR) or solicitation for this Cantract, if applicabls;
and any addifional negotinied provisions for this Contract. including the SR - Required Soecifications i an RFR was done for
this Condract, which are incorporated by reference herein if rot already included as parf of the Request for Response snder
801 CMR 21.00; or for any other procurament;

The Contractor shall comnply with all appliable state laws and reguiations including Massachuselts Ganeral Laws: Official Code
of Massachusetis Reculafions; Partial CMR Lisiing; 801 CMR 21.00 (Procurement of Commodity and Service Procurements,
Inchuding Human and Social Services); 815 CMR 2.00 (Granls and Subsidies), 808 CMR 1.00 {Compliance, Reporfing angd
Audifing for Human And Sccial Bervices), AICPA Standards; confisentisiity of Department records under 1 ¢ 864 and the

Magsachusetts Constitifion Arficie XVl if applicable.

The Confracior agrees lo the terms for *Effective Date” and "Pavments’ and any lerms under the Insfructions of this Contraet
or Amandment, The Contractor certifies Ihal there is no authorization to deliver performance for which compensation is sought
uhder this Contract or Amendment fever if requested by the Department or any other Cormmonweaiih representafive; prior to
the effective date and that any orat or writlen representations, commitments o assurances made by the Dapanmen! or any
other Commonweaiih representalive are not binding and a Depanmen may nol back-daie this Conlract or Amendment in
order to cover the telivery of perormance prior 1o the Effective date, The Commonwealth has no tegal obiigation fo
compansate & Contracior for performance that is nof requested and is inieniionally delivered by the Contractor outside the

scope of a Coniract or Amandment,

The Contractor certifies Tax Compliance with Federal fay laws: State lax laws inciuding 8.L ¢, 82C, G.L. ¢ £2C. 5 48 {the

Confractor has complied wilk alt laws of the commonwealth relaling to faxes, reparting of employess and contractors, and

witbhoding and remitfing of child suppor and is in good slanding with respec! io af refurns due and laxes payable o the

commissioner of revenue), reporiing of empioyees and contractors under G.L ¢ 82E, wilhhoiding and remitting ehild support

including G.L. o 1194 & 12

> The Contractor ceriifias it has not been in bankruptey ardior receivership within the last three cajendar years, and the Contractor
certifiss that it will immediately nolify the Depariment in writing If there is any risk to lhe solvensy of the Confractor fat may
impact the Conlrastor's abliify o fimely fulfil the terms of this Coniract or Amendment,

»The Coniractor shall affirmatively disclose the details of any pertinent fudgment, criminal conviclion, hvestigation of lifigation
pending against the Contractor or any of its officers, directors, employees, agents, or subconiraciors of which fhe Contractor hag
knowledge, o lsams of during the Contract term, Law fims or Atiornays oroviting iegal services are required 1o idenfify any
potential confict with representation of any Dapariment client in accordance with Massachusetts Soard ol Bar Overseers (BBC)

®
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rmativaly disclose any poteniial struchurs! chenos in its organization af least 45 gays o to the

ivid

ruies, Confracion mus
change,

«  Comporpfions. If incorporated, the Contracior ceriflies that il has identified the Conlractor's state of incorporation, and the

Contractar cerfifies compliance with all filing requirements of both the incorporating siale and the Massachusetss Secretary of

Siate. If the Contractor &5 & foreign corporafion, the Contracior cerfifies compliance with all requirements for certification,

reporting, fifing of documents and service of process.

Filing of required certificates and reports, The Coniraclor certifies compliance with filing requirements far the Secretary of

the Commonwealth and Office of the Attomey General or ather Deparlments as relatad 1o its conduc! o business in the

Comrmonwealih;

Empigyer requirements, If an employer, the Confractor certifies compiiance with applicable state and federal employment

faws or regulations, inciuding but not dmited to minimum waoss snd prevaiing wane proorams and cayments; unemaloyment

Insurance and coniribufions; workers' compensation and insurence, child labor laws, AGO fair labor practices; Gl ¢ 1489

(Labor and Indusiries); G.L. ¢. 1504 fi.abor Relations); G.L. £ 157 and 455 CMR 2.00 IMinimum Fair Wages) G.l.c 55 1

(Prevailing Wages for Prinfing and Distribution of Public Documents); G.L. ¢ 7514 ([Employment and Traming) G. L ¢ 1518

{Unlawiul Discrimination); G.L. ¢, 151E (Business Discrimination), G.L. g 157 {(Workers' Compensation) G.L 6,153 (Liabilily

for infuries); 28 USC ¢ & {Federal Fair Labor Standardsy, 28 USC ¢ 28 (Federal Family and Medical Leave Act, AGD

Consumers and Civil Rinhis,

Federal And State Laws And Regulations Prohibiting Discrimination inciuding bu! nof fimited io the Americans with

Disabilites Act, 42 U.S.C Sec. 12,101, of seq., Disabiliy Law Resources: The Rehabilitation Act, 28 USC . 168 784 28 USC

c.16 s 701 28 USCe, 14 623 fhe 42 USC ¢ 45; (Federal Fair Housing Actl G. L, ¢ 1518 (Unfawiul Discriminafion); G.L. ¢,

JSIE (Business Discrimination); the Public Accommodations Law G ¢, 272 5, 924" G.L ¢ 272 s S8 and G ¢ 977 s

964 the Massechusefts Constitufion Aricle CXIY end G.L. c 93 & 10% 47 USC ¢ S.8¢ M Pad 4 s . 255

{Telscommunication Act; Chapler 145, Section 108D, G.L ¢ 151C G.L ¢ 272, Section 924, Section 98 and Section 984,

and G.L. . 177, Secfion 1894, and Messachusefts Disebilty-Based Nor-Discrimination Standards For Executive Brench

Enfities, and refated Siendards and Guidance, authorized under Massachusetis Executive Order 478 or any disabiffy-based

profection arising from state or fedsral law or precedent. See also MCAD and MCAD finks and Resources:

»  HNorhem Weland Cerification. Pursuant 0 &L g 7 & 22C for sfate agencies, siale authorities, the House of
Representafives or the stale Senale, the Contractor certifias that it does nol empley fen or more empioyess in an office of
other facility in Northem Irefand and if the Contracior empioyees fer or more employaes in an office or oiher facllity located in
Norhern lreland the Contractor ceriifies hatl it does nol discriminate in employmant, compensation, or the terms, conditions
and privileges of employment on account of relfgious or poliical belief; and if prometes religious tolerance within the work
place, and the eradication of any manifestations of refigious and other iegal discrimination: and the Contractor is nat engaged
in the manufacture, distrthution of sale of firearms, munitions, including rubber or plastic buliets, iear gas, armored vehides or
mifitary aircraft for use or deployment in any activity in Northem Irefand.

Executive Orders. For covered Execuiive state Depariments, e Contracior cerifiag compliance with applicable
Massachusotts Execyfive Orders ffor most recent, see Governor's Execuiive Orders) inchuding but not fmited lo;

= Executive Drder 461, Prohibifing the Use of Undocumented Workers on State Contracts. For alf siate agencies In the
Executlve Branch, Including all executive offices, boards, commissions, agencies, Departments, divisions, counclis,
bureaus, and offices, now existing and nereafter established the Contractor certifies under the pains and penalties of perury
they shafl not knowingly use undocumented workers in conaection with the performance of Contracts: that, pursuan to
federal retuiremenls, they shall verfly the immigration status of al workers assigned o Confraci without angaging in
unlawtul discrimination; and that they shall not knowingly o reckiessly after, falsify, or accent altered or falsified documents
from any such werker, The Contractor understands and agrees that breach o any of these terms during the period of a
Contract may be regarded as a matenial treach, subjesting Contracior to sanciions, inciding but not fimited to monglary
penalffes, withholding of psyments, contract suspension or termination.
Execufive Order 478. Non-discrimination. Diversity, Eoual Opportunity, and Affirmative Action, And Exeauiive Order 390,
Establishing an Alfrmative Market Program in Pyblic Contracting. The Contractor and any subconiraciors may nct engage
in discriminatory employmenl practices; and the Contractor ceriifies thal they are in compliance with al applicable federal
ang sfate laws, rules, and requiations governing fair labor and employment practices: and committing o purchase supplies
and services from cerifisd minority or women-owned businesses, small businesses, of businesses owned by socially or
economically disadvantaged persons or persons with disabitiies, These provisions shall be enforeed through the coatracting
agency, the Operational Services Division, andior the Massachusatts Commission Against Discrisination. Any bresch shall
be regarded as a maferial breach of Condract that may subject Contracior to appropriale sanctiohs.

Executive Order 130, Anii-Boycotl  The Contractor warrants, represents nd agrees that during the time this Confract is in

sfiect, nefther it nor any affilisted company, as hereafler defined, pariicipaies in or cooperates with an infernational boyeot,

as defined i Seclion 929(b) (3land (4] of the intemnal Revenue Code of 1954, as amended, or engages in conduct deciared
io be unlawhsl by Section 2 of Chapter 151 B, Massachuselis Genaral Laws, If there shall be a breach in (he wasranty,
representation, and agreement contained in this paragraph, then withoul fmiling such other rights as it may have the

Commonwesih shal be enfitied fo rescind this contract. As used herein, #n affiiated company shail be any business entity

of which atfeast §1% of the ownership interests are direcliy of indirectly owned by the Contracior o by & person or parsonts

{issuad B/B72007) Page 12 of 13,




COMMONWEALTH OF MASSACHUSETTS - STANDARD
CONTRACT FORM

or business enfity or entities directly or indirectly twning o least 51% of the ownersiip interests of the Sontadter, or which
directly or indirectiy owns 2t least 51% of the ownership interests of the Contractar,

+  Execufive Order 346. Hirine of Stale Emplovess By State Contraciors Contractor certifies compliance with both the
conflict of inferest taw G.L ¢ 2684 spechlicallv s, 5 1) and this order and inciudes bmitalions regarding the hiring of siate
employees by private companies contracting with the Commanwealth. A privatization contract shal be deemed foinclude &
spectiic prehibiion against the biring.at any time duting the term of Contragt, and for any postion in the Contractor's
Lampany, any state management empioyes who is, was, 02 Wit be involved in the preparalion of lhe RFP, the negotiations
leading to tne awarding of the Contrac!, the decision to award the Contraet, and/or the supervision or aversight of
perfermante under the Contract,

©  Execufive Order 444, Dislosure of Family Retationshins With Other State Smoloyees. Each parson applying for
employmenl within the Executive Branzh under the Governor must disclese in willng, upon such application, the names of
all immetizte family a5 well 23 persons related s immediate family by mariage who serve as empioyees or glected officials
of the Commanwaalh. Al disclosures made by appicants hired by the Executive Branch under the Govemor shall be mate
available for public inspection 1o the extant permissible by law by the official with whom such disclosure has been fiad, {This
section applies to Coniract Empioyees )

¥ Lonsultant Contractor Cerfificetions, (For Gonsultant Contracts “HH" and "NO1-N12® and "U05" object codes). Confraciors

Mmay make required disclosures as par of the RFR Response, by attachment or may use the Conguitant Coniractor
Mandatory Submission Form:

= ->Disclosure of Additionat inceme. Pursuant to the provisions of M.G.L. ¢, 29, 5. 294, the Contractor shall i
affirmatively disclose any confracts, grants of other income due from enfities other than Commonwaalth sizte
Depariments fincluding any politicat subdivision or public autherity) during the period of o Contract, For state |
depariments, the Departmant can identify ali obfigations and paymenis made through MMARS through a query or !

through Yendor Wap using the Contractar's fisted Vendor Code. |

+  ~FDisclosure of Persons with Financial Interest {other thar the Contractor). Pursuantio the provisions of M.G.L, ¢. I

28,5 2%Aand ¢ 74, 5. B, the Contractor shall affirmatively disciose all individuals {other than the Contracton) who have l

a financiai intersst of more than one perpant (1%) interest in the capiial stock of the Confractor. 1 no disdosure is mede,

Condractor is certifying that this section i not applicabie,
«  <FHey Personnel, The Contracior shall identify ali key personnel essigned o the performance of this Contract, in i

addition o the Conirac! Manager. Key personnel may notbe chiangad withou! price writien approval of the Departrent.

«  Anti-Lobbving Requirements, The Confractor ceriifies compiance with fadera! anti-abbying requirements including 37 USC

1302 other federal raquitements wher: receiving federsl funds; Exscutive Order 11 248 Air Pefiution Aot Federal Water
Potifion Controf Act,

flssued 6/8/2007} Page 13 of 13,




City of Gloucester

Grant Application and Check list
Granting Authority: State X Federal Other
Name of Grant: Drug Free Communities Supnort Program

Department Applying for Grant: Gloucester Health Department/Healthy Gloucester
Coliaborative

Agency-Federal or State application is requested from: Federal Grant: Substance Abuse and
Mental Heaith Services Administration (SAMSHA)

Object of the application: Reduce substance abuse among Gloucester’s vouth and fand our local
substance abuse prevention coalition.

Any match requirements: _$125 000 match per vear, Please see attached memo describing this

match requirement, ?
Mayor’s approval to proceed: W M / /ZZ / ¢ ﬁ
Slgﬁ& L'I:B { Date{ '

City Council’s referral to Budget & Finance Standing Committee:
Vote - Date

Budget & Finance Standing Committee:
Positive or Negative recommendation  Date

City Council’s Approval or Rejection:

VQte Date_

City Clerk’s Certification of Vote to City Auditor:

Certification Date
City Auditor:
Assignment of account title and value of grant
Title Amount
Grant Budget by line item account: Personnel/Benefits: $75.000

sub Contract Services: $25.000
Qut of State Travel/Training $2.500
Sunplies/equipment; $5.000
Indirect rate: $17.500

Total Grant Amount $123.000

Aunditor’s distribution to managing department:

Department Date sent

Note: A copy of all grant paperwork must be submitted ¢¢ the Auditor’s Office.




CITY OF GLOUCESTER

Health Department
3 Pond Road, City Hall Annex
Gloucester, Massachusetts 01630

PHONE: 978-281-977 1+ Fax: 973-281.9729 Pubﬁc Health

EMAIL: healthdept@ici zloucestar. ma.us Prevent. Proemose. Pratec.
WERSITE: www.ci.gloucester.maus

Memorandum
To: Mayor Carolvn Kirk
From: Jack Vondras, Health Director
Date: January 20, 2009
Re: Drug Free Communities Support Program Grant Renewal Process

The City of Gloucester has had a grant titled “Drug Free Communities Support Program” from
the federal government for the past five years funding both the Health Gloucester Collaborative
(Our jocal coalition to prevent substance abuse arnong our city youth and the coordinator
position) and the School Assistance Program at the High School that finds the coordinator Amy
Kamm/Student Assistance Program Coordinator. We are presently in last year of the grant cycle
and we need to renew this grant now. Health and Educational Services (HES) has operated as the
fiscal agent for this grant over the past 5 years and has requested that the Gloucester Health
Department become the lead on this grant 2s they no longer have a Director of Prevention
Services with HES. Total amount for this grant award would be $625,000 over five YEETS,

The Health Department has been leading the programmatic component of the grant for the past
five years. This grant is for $125,000 a year for five years and has a 100% match. Even though,
this grant was fiscally administered by HES, the City has been responsible for providing all the
match requirements during these past 5 years under an agreement that the City had with the

Mayor’s office.

The match of $125,000 is mostly made up of local volunteer residents, volunteer profesgionals
from many local non-profits as well as school and city services (i.e., Dr. Wolfe, Dr. Thompson,
youth from the Teen Leadership Council at the High School, Parents from our Safe Homes
Project, etc.). All volunteer hours have been logged in and calenlated to be used as the match
requirement. There are more than 200 active volunteers that work with Healthy Gloucester
Coliaborative. Also, the match can use other off-sets from other grants that the city receives like
the United Way that funds a Student Assistant Program at the Middle School,

The due date on this renewal grant is March 20", 2009. T am available fo answer questions from

the City Council. Thank you in advance.

Ce: Joe Rosa, Chair, Board of Health
Jim Duggan, Chief Administrative Officer to the Mayor




CITY OF GLOUCESTER

Health Department
3 Pond Road, City Hall Annex
Gloucester, Massachusetts 01930

PHONE: 978-281-9771- Fax: 978-281-9720 Pubhc Health

EMAIL: healthdepti@icl gloucester ma.us Frevenl. Frompie. Proteci.
WEBSITE: www.ci.gloucester maus

Memorandum %Eé‘a Vgﬁ

Te: Mayor Carolyn Kirk JAN 15 2008

Frem: Jack Vondras, Health Director M&}i " .
0r's Office

Date: January 13, 2009
Re: Medical Reserve Corps (MRC) Capacity Building Award

The Hezalth Department has received a grant for §3,000 for Medical Reserve Corps (MRC)
Capacity Building from the National Association of city/County Health Officers (NACCHO).
These funds will be added to the previous MRC funds that the city has received to continue to
train and credential a volunteer Medical Reserve Corps for Emergency Preparedness. There are
no matching funds required for these funds.

[ will be available to answer questions from the City Council, Thank you in advance.

Ce: Joe Rosa, Chair, Board of Health
Jim Duggan, Chief Administrative Officer




City of Gloucester

Grant Application and Check list

Granting Authority: State Federal Other X
Name of Grant
National Association of Citv/County Health Officers (NACCHO) Grant

Department Applying for Grant: Heglth Department

Agency-Federal or State application is requested from: Non Apnlicahie

Object of the application: Capacity building of a volunteer Medical Reserve Core { MRO)

Any match requirements: None

Mayor's approval to proceed: /;ég M 1z / 09
/ Date’

City Council’s referral to Budget & Finance Standing Committee:

Vote Date

Budget & Finance Standing Committee:
Positive or Negative recommendation  Date

City Council’s Approval or Rejection;
Vote Date

City Clerk’s Certification of Vote to City Auditor: .
Certification Date

City Auditor:
Assignment of account title and value of grant

Title Amount
Grant Budget by line item account: Total Grant Amount $5.000

Sub Contract Services $3.000
Training/Drilling Expenditures $1.000

Supplies $1.000

Auditor’s distribution to managing department:

Department Date sent

Note: A copy of all grant paperwork must be submitted to the Auditor’s Office.




CITY OF GLOUCESTER

Health Department
5 Pond Road, City Hall Annex .
Gloucester, Massachusetis (1930
PHONE: 978-281-9771- Fax: 978-281.9720 R
EMAIL: healthdept@c;, PublicHealth

Iou‘cester.ma.us Frevenl. Pramate. Profer;
WEBSITE: www.ci.gloucester.ma. us |

Memorandum
To: Mayor Carolyn Kirk : -
From: Jack Vondras, Health Director
Data: Decemnber 27, 2008
Re: Underage Drinking Prevention Strategies Research Grant

The Health Department is submitting a grant application for $10,000 for Underags Drinking
Prevention Strategies Research from the Commumity Health Network of the North Shore
(CHINA).

These funds are to be used to administer the Search Institute’s Profiles of Student Life: dttimudes
and Behaviors Survey to approximately 1400 Gloucester youth attending grades § through 12 in
the Gloucester Public Schools. Focus groups will also be formed. The Search Institute’s
Attitudes and Behaviors survey is a standardized Survey instrument, has been evaluated |
positively for consistency, and has been used in hundreds of schools across the country, The ' |
overarching goal is to find ways to significantly reduce binge drinking and other substance g i
abusive behaviors among Gloucester’s adolescents. We are seeking funding to pay for the survey | :
instrument and related protocols and for consulting time,

I will be available to answer questions from the City Council. Thank you in advance,

Ce: Joe Rosa, Chair, Board of Health
Jim Duggan, Administrative Assistant fo the Mayor




City of Gloucester

Grant Application and Check list
Granting Authority: State . Federa] Other X
Name of Grant: Underage Dnnkmv Prevention Stre Strategies Research

Department Applying for Gz:emt CENA (Community Health Network of the North
Shore) .

Ageney-Federal or State application is requested from: Local annlication to CHNA

Object of the application: Underage Drinking Prevention Stratesies Research i

Any match requirements: None |

| Mayor’s approval to proceed: //%/]W M ] / £ /0‘7 |

/Date

/’
City Council’s referral to Budget & Fiance Standing Committee:

Vote Date

Budget & Finance Standing Committee:

Positive or Negative recommendation  Date

City Council’s Approval or Rejection:

Yotz Dat=

City Clerk’s Certification of Vote to City Auditor:

Certification Date ]
City Auditor: ‘
Assignment of account title and value of grant _ | |
Title Amount Pl
Grant Budget by line item account: Purchase 1,700 survevs: §3 000

Sub Contract Services: $5.700 ~ 5
Printing reports: $1.300 L

Total Grant Amount $10.000

Auditor’s distribution to managing department:
o faed

Depariment Date sent

Note: A copy of all grant paperwork must be submitted to the Auditor’s Office,




CITY OF GLOUCESTER 2608
CITY COUNCIL ORDER

ORDER: #CC2008-048
COUNCILLOR: Bruce Tobey

| DATE RECEIVED BY COUNCIL: 11/18/08
REFERRED TO:
FOR COUNCIL VOTE:  12/02/08

Ordered, that the City begin a program in Fiscal Year 2009 of issuing
water/sewer bills, on a monthly basis.

Counciflor Bruce Tobey




CITY OF GLOUCESTER

AUDITOR’S OFFICE

January 16, 2009

JAN 15200

TO: CITY COUNCIL May@r 's Office
FROM: CITY AUDITOR |
RE: CODE OF ORDINANCE CHAPTER 2, ADMINISTRATION, ARTICLE IIL,

OFFICERS AND EMPLOYEES, DIVISION 6, CITY AUDITOR, § 2-104
p. 161, EFFECTIVE MARCH 1, 1986

cey MAYOR CAROLYN KIRK

8 2-104 DUTY WHEN APPROPRIATIONS ARE EXHAUSTED
WHENEVER THE APPROPRIATIONS FOR ANY DEPARTMENT FOR ANY ORJECTS HAVE
BEEN EXHAUSTED, THE CITY AUDITOR SHALL COMMUNICATE THE FACT TO THE
MAYOR AND THE CITY COUNCIL, AND ALL EXPENDITURES THEREFORE SHALL CEASE
UNTIL A FURTHER APPLICATION IS DULY MADE.

AS OF THE WEEK ENDING JANUARY 16, 2009. THE FOLLOWING ACCOUNTS HAVE
EXPENDITURES THAT EXCEED THEIR APPROPRIATIONS: CITY DEPARTMENTS

ACCOUNT #

101000.16.138.51100.51
101000.10.138.51400.51
101600.10.152.51970.51
i01000.10.220.51420.51
161000.10.220.51400.51
101000.10.911.51870.51

101000.10.543.57700.57

ACCOUNT TITLE

Purchasing, Sal/Wage Parm
Purchasing Sal/Wage Longevity
Retirement-Sick Buy Back

Fire Med DIff EMT

Fire Department Sal/wage Longivity
Pensions, Non- Contrib Pensions

Verteran's Service Vets Direct Assess

AMOUNT OVER
($8,927.85.)
(5901.10)
($16,868.19)
11,302.72)
($2,494.80)
($1,946.97)

($4,391.14)
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Crty Hal)
Nine Dale Ave
Gloucester, MA 01930

TEL 978-281-9700
FAX 978-281.973%

ckirki@el gloucester.ma.us

AT
CITY OF GLOUCESTER
OFFICE OF THE MAYOR.
MEMORANDUM
TO:  Bruce Tobey, City Council President
Members of City Council "
FR:  Carolyn Kirk, Mayor
RE:  FY08 Audited Financial Statements
DT January 22, 2009

Enclosed in this week’s Mayor’s Report are the audited Snancial statements for the fiscal vear

ended June 30, 2008. The Administration’s deadline date of December 31 to have the audit report

completed has been met and we are all very happy to finally be caught up and dealing with just one fiscal
year's financial records rather than three.

The audited financial statements contain a great deal of important financial data and information.

As you know the Council B&F will be receiving its briefing from the independent auditor, however, |
would like to also highlight some areas for your information:

Financial Statements:

You'll recalt for FY07 the city was off in its reconciliation of the books by over $imillion and had to
bring in ouiside accountants to reconstruct the fiscal year. The year prior (FY06), the city wrote off
over §100,000 due to an mability to reconcile. I am pleased to report that this year, the FY08 books
bave been successfully reconciled and there are no write-offs,

Page 38 ~ General Fund Variance with Final Budget — For FY08, the financials show a2 positive
variance of §344,964. Last vear, the financials showed a negative variance of $1.034,482. This
represents a turaround of $1,379,446 million - a very significant achievement.

Page 11 - Enterprise Funds (Business — Type Activities) all showed positive results. The unresiticted
net assets in the Waterways, Sewer and Water Funds all increased, The Sewer Enterprise Fund had
unrestricted net assets of negative $424,035 at June 30, 2007 and positive $598,729 at June 30, 2008
representing a turnaround of over §1million.




e Pages 20 & 21 - Fund Balance Deficits in existence at June 30, 2008 are being addressed during this
fiscal year. The largest deficit exists in relation to the Title V Septic Loan program which is
considered a capital project fund. The CRO, with the assistance of the new Fiscal Analyst, has
reconciled this project from its starting point (1999) to current date. A full accounting was necessary
to determine why the deficit was created. We anticipate this being resolved shortly. Additional
emphasis is required to make sure that deficits are not allowed to oceur in any funds in the future.
Effort is already underway to rectify the deficits shown in alj funds.

Note that the deficit positions carried in these funds over the past few years has consistently hurt the
city’s free cash position, i

s Page 22 - Uninsured and uncoliateralized deposits at June 30, 2008 totaled $18,778,037, The CFO
has already taken steps to reduce the “exposure to risk” and will be previding an update shortly
regarding the steps that have been and will continue to be taken regarding this matter. An investment
policy is being worked on now,

- Debt - The City has over $44M in outstanding short-term debt and over $91M in outstanding long- n
term debt as of June 30, 2008. Of those totals, $9M will be paid via the use of Massachusetts Water n i
Poliution Abatement Trust subsidies, $16M will come from betterment agsessments and 52.5M will be ‘: o
paid for by other special assessments.

Manavement [etter:

o The City still has a number of internal control weaknesses that it needs to address specifically dealing
with reconciliation processes and procecures, While we have made some mprovements there is still
work to be done. Iam very confident in the staff of the Treasurer’s and City Auditor’s departments.
The Finance Team continues fo meet weekly to discuss and implement strategies to mprove the {
mternal control policies and procedures of the City.

To summarize, strengthening the financial condition of the City of Gloucester will continue to remain as ,
onte of my highest priorities and [ lock forward to continuing the good work that the City Counci! and the
Administration are doing together in this regard.




Giust, 6402915:0)3 and Gom/zaﬁy

Certified Public Accountants
36 Jackman Street, Linit One
Georgetown, MA 01833
Tel: 978-352-7470 Fax: 978.352-8%12
Email: GiustiHingstonCo@aol.com

December 29, 2008

Honorable Mayor Carolyn Kirk
and City Council

City Hall

Dale Avenue

Gloucester, MA 01630

In planning and performing our audit of the financial statements of the City of Gloucester, Massachusetts
as of and for the year ended June 30, 2008, in accordance with auditing standards generaily accepted in the
United States of America, we considered the City of Gloucester, Massachusetis internal conirol over
financtal reporting {internal control) as & basis for designing our auditing procedures for the purpose of
expressing our opinicns on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the City of Gloucester, Massachusetts internal control. Accordingly, we do not axpresy
an opinion on the effectiveness of the City of {loucester, Massachusetts internal contral.

Qur consideration of internal control was for the limited purpose described in the preceding paragraph and
would not necessarily identify all deficiencies in internal control that might be significant deficiencies or
material weaknesses. However, as discussed below, we identified certain deficiencies in internal control
that we consider (o be significant deficiencies.

A control deficiency exists when the design or operation of a control does not aliow management or
emplayees, in the normal course of performing their assigned functions, to prevent or detect misstatemnents
on a timely basis. A significant deficiency is a control deficiency, or 2 combination of control deficiencies
that adversely affects the City of Gloucester, Massachusetts ability to initiate, authorize, record, process, {);
report financial data reliably in accordance with generally accepted accounting principles such that there is
more than 2 remote likelihood that a misstatement of the City of Gloucester, Massachusetts financial
staternents that is more than inconsequential will not be prevented or detected by the City of Gloucester,
Massachusetis internal control,

A-material weakness is a significant deficiency, or a combination of significant deficiencies, that resuits in
mare than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the City of Gloucester, Massachusetts internal control, We believe the City has material
weaknesses relating o Systems of Internal Control, Capital Project Funds and Enterprise Capital Project
Funds and Internal Controls over Financial Reporting,

Svstems of Internal Control

The internal control procedures relating to cash, debt and accounts receivable improved during fiscal year
2008. However, the reconciling procedures performed still left unresaived variances between the gex{eral
ledger and Treasurer/Collector’s detail information for accounts receivable. There were, also, two bank
accounts that were not properly reconciled to their respective bank statements. In addition, most of the
reconciling procedures (to the general ledger) were performed on a consuiting basis and have not vat been
performed by the City’s staff, i




City of Glovcester
December 29, 2008
Page 2

Our testing disclosed that the classification codes for some of the revenue accounts need 1 be corrected,
Classification codes are established in the Collectors Office and tell the revenues where o post in the
general ledger. There is, also, an unresofved issue regarding how the accounting system is handline
overpayments. Both of these problems need 1o be corrected before the accounts receivable can be properi?
reconciled. ’

Performing timely reconciling procedures for the City’s major assets and liabilities is extremely important
in order {o safeguard the City’s assets and to properly monitor the City’s labilities. Streng reconciling

procedures also provide assurance that the City has accurate financial data in order to make sound financial
decisions.

We recommend that the City place a high priority on rebuilding its systems of internal conirol.

Capital Project Funds and Enterprise Capital Project Funds

Borrowings

The City votes to approve loan authorizations to fund projects that will benefit the taxpayer over a long
period of time. The votes provide the City with the autherity to borrow {short term and/or long term) to
provide funding for the projects. Failure to borrow for projects in & timely manner can negatively im;ﬂact'
the City’s cash flow. Also, the City’s free cash position can be adversely effected because the formula
utilized (by the Department of Revenue) to caleulate the City”’s free cash position subtracts capital project
fund balance deficits resulting from project expenditures that do not have offsetiing borrowings (short or
long term).

As of June 30, 2008, the City had several capital project accounts (both general and enterprise related)
with significant deficit balances that did not have a related short term debt instrument,

We recommend that the Treasurer and the City Auditor review the balances in the capital projects funds,
particularly near vear end. Debt instruments should be issued for all projecis in a deficit cash flow
position. In addition, Project Managers should make the Treasurer aware of cash flow requirements
throughout the fiscal year.

Budoets

Capital project funds derive their budgets from the loan authorizations approved for the related project,
There are two methods for entering budget amounts in the subsidiary expenditure system. One method is
to enter a budget amount any time & new borrowing oceurs (1.e. new money). This method atlows the City
o be sure that expenditures have not exceeded the related borrowings. It, also, provides a mechanism to
reserve unspent proceeds from borrowing {especially in the enterprise funds). However, it does not
provide a good budgeting tool for large long term projects.  Another method is to enter the lean
authorizations as the budgeted amount. Although this method provides 2 good budgeting tool, there is &
possibility that expenditures made will exceed what has been borrowed. The City could review a balance
sheet account prior to approving expenditures in order to avoid spending in excess of what has been
borrowed. However, typically only the budgets are reviewed prior to approving bills for payment.
Additionaily, this method does not provide the ability to determine unexpended proceeds from borrowings
unless each capital project is in its own fund.

During fiscal year 2008, the budgets in the capital project funds were not updated for new borrowings. As
a result, the ability to verify available funds prior to paying bills was diminished, The inability 1o verify
whether funds are available prior to paying bills can (and did) contribute to the deficits in the capital
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projects. Also, the City, could not determine the unexpended proceeds from borrowings related to the
enterprise funds. It is necessarv to determine and reserve the unspent proceeds in order to have the
enterprise fund free cash certified,

We recommend that the City review the enterprise fund capital projects for 2009, Budget amounts should
be increased for new borrowings. The unspent proceeds (Le. budget balances) should be reserved at June
30, 20069,

Internal Controls over Financial Reporting

Recently, new standards were adopted by the American Institute of Certified Public Accountants {AICPA)
that will affect what we are currently required to report to you and the manner in which we conduct our
audits in the future. Although some of the changes relate to terminology (i.e. a reportable condition is now
a significant deficiency), the new standards lower the threshold for what is considered & deficiency. What
may not have been reported as a finding in the past could be considered a significant deficiency in the
future, :

The new standards place 2 heavy emphasis on management's responsibility over financial reporting. The
standards require us to report a significant deficiency when the person within the organization “responsible
for the accounting and reporting function lacks the skills and knowledge to apply generally accepted
accounting principles in recording the entity’s financial transactions or preparing its financial
statements” {(including notes to the financial statements). The City Auditor is capable of properdy
recording the City's transactions. However, financial statement preparation has typically been outside of
the job responsibilities of most City Auditers. In most governments, {including the City of Gioucester,
Massachusetts) the individual responsibie for the entity’s financial statements understands the financial
statements and notes when they are explained. However, few small organizations have an individual who
stays current with changes in generally accepted accounting principles and statements issued by the
Governmental Accounting Standards Board {GASB). This has typically been considered the “auditor’s
job". BHowever, since the financial statements are the responsibifity of management (i.e. we can only
recommend audit adjustments) and the opinion letter is our responsibility, it ts reasonable that the AICPA
believes that someone within every organization should be well versed in generally accepted accounting
principles and the preparation of financial statements. The standards do allow entities o use a gualified
outside party (other than the audit firm) to review the financial statements prepared by the auditor.

We recommend that the City consider additional staff training relating to preparation of the financial
statements.

Ag is the case with all internal contro! decisions, management must make assessments of the cost/benafits
related to implementing new systems and procedures.

We consider the following to be control deficiencies or other matters that we wani o commuanicate (o
you. .

Unciajimed Checks

The vendor and payroll accounts had outstanding checks dating back several years {i.e. 20035 ~ vendor and
2002 — payroll). The old checks on the list are “stale” and should not be cashed by the respective banks.

We recommend that the City establish a policy relating to unclaimed checks, Annally, the Treasurer
should prepare a list of checks that have been outstanding for more than one vear. New reguirements
refating to the notification of the check owner {less than $100 - mail notice to lag known address, more
than $100 — mail notice and publish in a newspaper of general circulation) should be followed. A cdpy of
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the list should be forwarded to the City Auditor and the appropriate journal entry should be made. The
Treasurer should remove those checks Fom the outstanding list and transfer the related cash out of the
vendor/payroll accounts.  Also, any amount carrizd in the “Unclaimed Checks” account for one vear
should be closed to the unreserved fund balance account in the City’s general fund. )

Funding of Betterment Related Deht

The City has several phases relating to betterment projects. The debt {principte and interest) refating 1o
projects are paid from betierment revenues and from taxation, The percentage split (betterment revenues
vs. faxation) is not the same for sach phase and there is not any formal documentation that stipulates
exactly what the splits should be, _

We recommend that the City prepare formal documentation regarding the funding percentages (betterment
revenues vs. taxation) for all phases of the betterment projects. The documentation will be useful in the
budget process, especially if there are changes in key financial position,

Iease Pavments

We noted that lease payments ($59,599) relating fo police cruisers wers moved 1o & capital project account
in the sewer fund. Documentation supporting the transfer indicated that the capital project account was
being supporied by general long term debt. However, since the capital project account is in the sewer
fund, it appears that the debt service will be supported by sewer rates,

We recommend that the City verify that capital project accounts are funded by general long term debt prior
to moving general fund expenditures into the account. Alse, the expenditures moved must be within the

scope of the capital project loan authorization.

Fund Balance Accounts

When the chart of accounts was established for the new accounting system, department and entity numbers
were included in the undesignated fund balance accounts in the special revenue funds, capital project
funds, and trust funds. However, as part of the vear end process the aCccounting syster autamaticalty
closes all revenues and expenditures to an undesignated fund balance account {in each fund} without
department or entity numbers.  As a result, some funds have three differen undesignated fund balance
accounts with balances in them. In order to determine the fund balance at year end, the thres accounts
must be added together,

In order to make reviewing the City's trial balance less complex, we recommend that the City make journal
entries that will eliminate all but one undesignated fund balance account per fund (most tikely the account
with an entity code of 10 and a department code of 000).

Capital Assets

The City Auditor has a spreadsheet listing of all the City's capital assets. The spreadsheet has a significant
amount of detail, including asset type (equipment, vahicle, &), cost, useful fife, depreciation to date and
the department responsible for the asset. The spreadsheet can be filtered by department in order to provide
each depariment head with 2 listing of hisfher department's assets,

The City is required to annually update the capital asset spreadsheet for acquisitions, dispositions and the
current year’s depreciation. In order to accommodete this process, we recommend that the City Auditor
. provide each department head with a list of their assets. The department head should review the asset list
and update it for new assets acquired and assets which are no longer in service {i.c. disposad of or retired).
Each department head should sign the updated asset list indicating hissher review and approval. The
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updated asset list along with information relating to trade-ins should be sent to the City Auditor. The City
Auditor should update the capital asset spreadsheet jo reflect any changes in the City’s capital assets.

These procedures, along with the City Auditor’s review of the activity in the City’s capital outlay and
capital project funds will provide for more accurate information in the City’s General Fixed Asset {3“'011?3

of Accounts,

Cagh Deposits and Investments

The Treasurer often has a considerable amount of cash to invest, Although somewhat limited by statute,
the Treasurer still must weigh risk versus vield. The Federa] Deposit Insurance Company {FDle} insures
cash depasits and certificates of deposits in banks up to $250,000 (the $230.000 limit was recently
increased from $160,000. The legislation authorizing the increase in insurance coverage makes the change
effective October 3, 2068 through December 31, 2009). Certain depositories have purchased other
insurances, which provide additional coverage of deposits, Insurance coverage on deposits af the
Massachusetts Municipal Depository Trust varies from day to day and is not easily determinable.
Throughout the year, a significant portion of the Treasurer’s funds can be uninsured and uncollateralized,

During difficult times, it is especially important that the Treasurer make deposits in sound financial
institutions. Quarterly reports (i.e. Veribanc Report) are available that assess and rate the strength of
various banks based on a number of financial factors. We recommend that the Treasurer utilize a quarterly
bank rating report and document the ratings of the banks in which the City invests its cash, The Treasurer
should keep the quarterly documentation on file.

Now is also a good time for you to revisit or establish an investment policy. The policy shouid inciude a
minimum rating a bank must have in order for the Treasurer to invest in it. The policy should also
consider the minimum ratings (i.e. Moody’s) that other types of investment vehicles must have in order for
the Treasurer to purchase them,

Establishing and sbiding by a sound investment policy is an tmportant step in upholding your fiduciary
responsibility to the public. : ’

Other Matters — Repeated from Prior Year

Infrastructure Assets

The City impiemented Governmental Accounting Standards Board Staternent Number 34 (G.LASB. 34
during fiscal year 2003, The G.A.8.B. 34 required the City fo report capital assets in its financial
statements. In order fo ease the implementation process, a phase in period of four years was aliowed for
general infrastructure assets (i.e. streets, sidewalks).

Even though the G.A'S.B. allowed a phase in period, standards required us to issue an adverse opinion on
the entity wide financial statements related to the governmenta! activities because the City does not report
its general infrastructare assets. The Citv does maintain records and report all other genersl capital assets
and all enterprise fund assers, .

We recommend that the City hire a consultant to value iis infrastructure assets, The assets value and the
related accumulated depreciation should be determined as of June 30, 2009, (July 1, 2008 balances would,
aiso, be needed) so that the adverse opinion can be changed during that andit peried. Depreciation for
fiscal year 2009 should be included in the consultant’s report.
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Financial Analveis — Sewer Betterment Funds

As the sewer betierment project has grown, the complexity of maintaining the accounting and freasurer’s
records has grown with it. The sewer betterment project has spanned approximately sixteen years, The
projects have been performed in nine different phases and the general ledger includes twelve funds to
account for the activities related to the various phases.

The different funds were established for each phase 1o coincide with the related debt instrument ( bond)
used to fund the project. It was, also, important to maintain separate funds because the City/Betterment
percentage of financial responsibility for the debt was not the same for all phases. Maintaining & separate
fund for each phase facilitates financial analysis of the phases.

We believe that is extremely important that the City perform an “annual” financial analysis of each fund.
The City should compare each fund's betierment receivable, fund balance and projected committed
interest, {o the related debt payments due in future years, The analysis should consider when the
betterment revenues will be received (i.e. based on the apportionments) and when the principal and interest
will be paid (based on the debt amortization schedule).

The purpose of the analysis is to ensure that the anticipated City vs. Betterment payment ratio is accurate,
that the timing of the revenues coincides with the dabt principal and intersst requirements and that (by
using the current ratios) betterment revenues will be available throughout the life of the debt,

If it appears that the betterment revenues will not be available in the final years of the debt, the
City/Betterment ratic should be adjusted.. It would not be in the best financial inerest of the City to have 2

year or two at the end of a debt instrument where the City has to pay 100% of the principal and interest,

Internal Controls over Finapcial Transactions

The recent standards adopted by the AICPA, also, ptace a heavy emphasis on management’s responsibility
for establishing, documenting and periodically reviewing its systems of internal controls over key financial
ransaction cycles (i.e. payroll, purchass/disbursements, accounts receivables and cash). A goal of the
standard is to heighten management’s awareness that they are ultimately responsibie for their financial
statements and systems of internal controi and, therefore, must weigh and manage the associated risks, In
establishing the controls, management is responsible for assessing the fraud risk related to each cyele, The
new standards require us to report 2 deficiency when an entity has “inadequate documentation of the
components of internal control”. Even though a system of internal control may be in effect, there should
be some form of documentation (i.e. narrative or flow chart) that identifies the key elements of the control
procedures, The documentation requirement is a means to ensure that management’s intended significant
controls are known and can be evaluated during the audit process. Adequate documentation of internal
conirol policies also provides a mechanism to ensure that management’s intentions relating to internal
contro] will be availeble when there is turndver in key financial positions,

We recommend that the City document #ts internal control procedures relating (o the cash, accounts
receivable, payroll and purchase/expenditure cycies. The City’s management (Mayor and key financial
officers) shoulid, also, document its risk assessment of the various cyeles (i.e. potential for fraud or material
errors). Many of the internal controls are currently in place (signatures required on bills before disbursing
funds, warrants must be signed...), so the Mayor's approval of a written description of the existing step by
step process and documentation of the risk agssssment will be, in most instances, sufficient,
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Internal Controls — Reconeiline Procedures

Prior to the difficulfies that occurred in the conversion process, the City reconciled the Treasurer’s
cashbook 1o the Auditor’s general ledger on a monthly basis, However, the system of intema) contral did
not include having someone in the Auditer’s Office w review the Treasurer’s reconciliztion of the cash
book to the bank statements. As a result, the City Auditor is not certain that the Treasurer’s cashbook Is
supported by balances in financial institutions,

Historicaily, most municipalities have relied on the procedures performed during the annual audit to verify
that the cashbook balances have been properly reconciled o their respective bank accounts. Although, this
has been standard operating procedures for a number of years, new auditing standards state that an zudit
fim cannot be considered a part of en entity’s internal control struchure,

In order to enhance the City's internal control environment, we recommend that the City Auditor
periodically review the Treasurer’s bank reconciliations and verify that the cash book is su;;nomd by

eposits in financial institutions.  Bank statements, outstanding check lists and other reconc.ifing items
shouid be reviewed. The City Auditor should initia! the Treasurer's bank reconciliztion in order 1o
document that a review was made.

Special Revenue Funds ~ Deficit Balances

The City has several special revenue accounts that were in a deficit position as of June 30, 2008, Some of
the deficits were resolved when grant revenues were received afier June 30. However, other accounts
remained in a deficit position. Deficits in special revenue funds can negatively affect the City's “Free
Cash™ position (the Department of Revenue does not reduce free cash if grant revenues recetved shortly
after year end eliminate a deficit), ' '

We recommend that the City periodically review the balances in the special revenue funds. The City’s
goal should be 10 eliminate all deficit balances {except those caused by yet to be reimbursed grant

acocounts) by vear end.

Withholding Account Deficit

The School Health Insurance Withhoelding Account was in a deficit position as of June 30, 2007 ($55,000)
and June 30, 2008 (863,688), Deficits in withholding accounts negatively affect the City’s free cash.

We recommend that the City review the activity in the withholding account to determine the reasons for
the deficit.

Trust Funds

During fiscal year 2006, 2007 and 2008, the general ledger included a separate fund for each trust fund,
The bank that manages the trust funds provides a quarterly statement that identifies the recc'ipts and
disbursements of each trust fund and the ending balance for the quarter, As of June 30, 2006, Tuns 30,
2007 and Jjune 30, 2008, there were significant variances between the bank and the general Jadger for the
various trust fund accounts,

Ve recommend that the City review the bank’s quarterly report and determine the ressons for the
variances. In someé instances bank transfers will need to be made out of the frust fund accounts and in
other instances journal entries will need to be made to correct the general ledger.
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Pavroll
As part of our testing related to the City’s payroll, we reviewed the four quarterly filings (Form $41). The
total of the four quarters (Form 941) shouid equal the vear end information submitted, We could not tie in

the guarterly forms to the year end report (fiscal years 2007 and 2008).

We recommend that the Chy review the procedures utilized to fle the 941 forms and the end of year
Teports,

Student Activity Accounts

Typically, schools have under their contro] various bank accounts relating fo student activity funds (ie,
Class of 2007, Ski Club, etc.). Massachusetts General Laws Chapter 66 of the Acts of 1996 now govermn
the manner in which student activity accounts should be maintained.

In order to enhance the City’s internal contro! struchure and to comply with Massachusetts General Laws,
we recommend the following:

L.} All stodent activity bank accounts maintained by the schools should be closed. The funds
should be turned over to the Treasurer, :

2.) The Treasurer should establish one bank zccount for all student activity funds,
3.) The City Auditor should establish one student activity account per school in the general ledger.

4.) The Schoo! Committee should authorize the Principals to establish 2 checking account for an
amount that will cover expenses until the bank account can be repienished through the normal
warrant process. The bank account should act as an imprest account,

5.) After funds are disbursed by the Principal, invoices should be submitted to the City Auditor to
replenish the Principal’s checking account by means of the warrant process,

6.) The Principal or his/her designee is responsible for maintaining a subsidiary ledger that details
each activity’s transactions and account balance (since the City Auditor wili have just cne
control account per school). Maintaining the subsidiary ledgers on an accounting software
program would simplify the process.

The new procedures require a considerable amount of planning. Student advisors or others who manage
student activity accounts must make the Principal aware of upcoming needs. If a check will he requirad
that is greater than the amount in the Principal’s bank account, the normal warrant process can be utilized,

This communication is intended solely for the information and use of management, and those charged with
governance, and others within the organization, and is not intended to be and should not be used by anyone
other than those specified pariies.
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Afier you have had an opportunity to consider our findings and recommendations, we shall be pleased 1o
discuss them further with you. We would like to thank you for the cooperation and courtesy extended to us
during the course of the engagement.

Very truly yvours,

Grets, Hhagton and Company

Giusti, Hingston and Company
Certified Public Accountants
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INDEPENDENT AUDITORS® REPORT ON BASIC FINANCIAL STATEMENTS - CITY OF
GLOUCESTER
Honorable Mayor Carolyn Kirk
and City Council
City Hall
Dale Avenue
Gloucester, MA 01930

We have audited the accompanying financial statements of the governmenta) activities, the business-tvpe
activities, each major fund and the ageregate remaining fund mformation of the City of Gloucester,
Massachuselts as of and for the year ended June 30, 2008, which collectively comprise the basic financial
statements of the City’s primary government as listed in the table of contents. These financial statements
are the responsibility of the City of Gloucester, Massachusetts’ management. Qur respoasibility 15 w©
express an opinion on these financial statements based on our zudis,

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Govermment Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well ag evaluating the overall financizi statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

The finencial statements referred to above include only the primary government of the City of Gloncester,
Massachusetts, which consists of all funds, organtzations, institutions, agencies, departuzents, and offices
that comprise the City’s legal entity. The financial statements do not include financial data for the City’s
legally separate component units, which accounting principles generally accepted in the United States of
Americs require fo be reported with the financial data of the City’s primary government. As a result, the
primary government's financial statements do not purport to, and do not, present fairly the financial
position of the reporting entity of the City of Gloucester, Massachusetts, as of June 30, 2008, end changes
in its financial position and its cash flows, where applicable, for the vear then ended i conformity with
accounting principles generally accepted in the United States of America (the City’s only component unit
is the Gloucester Contributery Retirement System),

Management has nof recorded certain gensral infrastructure assets in governmental activities (streefs and
sidewalks) and, accordingly, has not recorded depreciation expense on those assefs. Accounting
principles generally accepted in the United States of America require that those general infrastructure
assets be capitalized and depreciated, which would increase the assets, net assets, and expenses of the
governmental activities. The amount by which this departure would affect the assets, net assets, and
expenses of the governmental activities is not ressonably deterrainable,

In our opinjon, because of the effects of the matter discussed in the preceding paregraph, the financial
statements referred fo above do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the governmental activities of the City
of Gloucester, Massachusetts as of June 30, 2008, and the changes in financial position thereof for the

year then ended.




In addition, in our opinion, the financial statements referred to above present fairly, in all materal
respects, the respective financial position of the business-type activites, each major fund and the
aggregate remaining fund informeation for the prigary governiment of the City of Gloucester,
Massachusetts as of June 36, 2008 and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with accounting principles generaily acceptad in
the United States of America.

In accordance with Governmental Auditing Standards, we have also issued our report dated December 16,
2008 on our consideration of the City of Gloucester, Massachusetts® internal control over financial
reporting and our wests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report 1s to describe the scope of our testing of internal
control over financial reporting and compliance and the results of fhat testing and not to provide an
opinien on the internal control over financial reporting or on compiance. That report 15 an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
conjunction with this report in considering the results of cur audit,

The City of Gloucester, Massachusetts has elected not to present Management’s Discussion and Analysis
(M.D.A.) that accounting principles generally accepted in the United States bas determined are NeCessary
to supplement, although not required to be part of, the basic financial statements. The M.D.A. election
was made because infrastructure assets have not been reported and any analysis of the enfity wide
financial statements would be incomplete.

Cur audit was performed for the purpose of forming an Opinion on the basic financial statements of the
City of Gloucester taken as a whole. The accompanying schedule of expenditures of federal awards
required oy U.S. Office of Management and Budget Circular A-133, dudlizs of States, Local Governments,
. and Non-Profit Organizations, is presented for purpose of additional analysis and is not a reguired part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and i1n our opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.

Gty Hnasion and Company
Giusti, Foingston and Company
Certified Public Accountants
December 18, 2008




Assets
Carrent:
Cash/Investimenis
Petiy Cash
Actounis Receivable:
Property Taxes
Tax Liens
Excises
Dieparmienta)l
User Charges
Utitity Liens
Imergovemmental
Acerued Earnings

Special Assessments and Committed Interest

Revalving Loans
Noncurrant:

Accounts Receivable:
Intergovernmental
Deferred Property Taxes
Deferred Special Assessments

Capital Assets:
Assets Not Being Depreciated
Assets Being Depreciatad, Net

Total Assets

Liabilities

Current: )
Warrants Payable
Refunds Due
Accrued Salaries Payable
Empioyees' Withholding Payable
Due to Individuals
Unclatmed Checks

Incurred But Mot Received Health Payable

Accrued Interest Payable
Bond Antisipation Noies Pevable
Bonds Payablis
Other Liabilities
Property Taxes Paid in Advance
Noncurrent:
Bonds Pavable
Compensated Absences

Total Liabilities

The Notes to the Fancial Statemenis
are an Integral Part of this Bxhibit,

City of Gloucester, Massachusetts
Statemsent of Net Assets
June 30, 2008
{Continued on Page 4)

Government-

Governmental Business - Type Wide

Agtivities Activities Total
§ 241310984 % 17,947,441 b 42,058,425
6,400 . 6,400
2,318,588 2,318,548
1,259,366 - 1,259,366
732,519 226,051 958,570
1,085,334 11,255 1,096,589
- 1,742,551 1,742,551
- 441,966 441,966
3,484,804 - 3,484,804
57,122 - 57,122
138,600 138,600
758,580 756,58¢
12,902,188 - 13,902,188
156,903 156,503
18,484,928 . 18,484,928
17,763,776 4,512,584 22,276,360
30,005,246 147,832 410 197,837,656
133,266,295 172,714 258 305,980,557
4,284 - 4,284
36,363 . 35,565
1,985,048 60,571 2,045,619
31,47 - 31,476
5,408 - 5,408
186,830 - 186,830
95,822 - 99,822
1,053,508 380,814 1,434,322
8,762,788 35,988,083 44,750,871
6,589,604 2,250,293 8,879,897
- 30 3]
864,775 - 864,775
59,274,357 23,402,223 81,676,580
1,766,935 143,425 1,910,360
80,661,400 62,265 435 142,926,838




City of Gloucester, Massachusetts
Statement of Ne{ Assets
June 30, 200§
{Continued from Page 3)

Governmental
Activities
MNet Assets
invested in Capital Assets, N2t of Related Debt 32,167,940
Resiricted for;
Special Revenue 9,395 387
Perpetual Funds:
Expendabie 146,553
Nonexpendable 720,384
Unrestricted (4,825,365}

Total Net Assets

The Notes to the Financial Statements
are an Integral Part of this Exhibit.

Business - Type
Agtivitieg

17,127,365

3,321,450

Government-
Wide
Total

159,295,309
,395,387
146,553

720,384
(8,503,915}

5 52604899

$ 110,448,819

5 163,053,718
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City of Gloucester, M assachusetts
Governmental Funds
Balance Sheet
June 30, 2008
{Continued on Page 7)
Nonmajor Total
Betterment  Govermmental Governmental
General Reserves Funds Funds
Assels
Cash/Tovestments ¥ 3086436 § 6,098,725 13370445 §£23.464.626
Petty Cash 4,150 - 2,250 6,400
Accounts Receivable:
Property Taxes 2,318,540 - - 2,318,548
T iens 1,237,784 21,582 - 1,259,366
Excises 732,519 - . 732,519
Deferred Property Taxes 136,903 - - 136,963
Departmental 1,805,734 - - 1,005,734
Imtergovernmental 14,410,767 - 1,876,195 16,386,092
Accrued Earnings on Investments 48,383 - 8,730 57,122
Special Assessments and Conmmitted Interest - 130,180 8,420 136,600
-Deferred Special Assessments - 15,920,282 2,564,646 18,484,928
Tax Foreclosures 458 722 i 3 458,722
Revolving Loans - - 759,580 759,580
Total Assets 5 24350997 §22170,769  $18,699.275 565,230,041
Liabilities and Fund Balances
Liabilities:
Warrants Peysble § 4,284 § - % - % 4,284
Refunds Due 36,365 - - 36,365
Accrued Salaries Payable 1,835,806 - 149,152 1,985,048
Employees” Withholding Payable 30,062 - 814 31,476
Other Liabilitiss 31,436 - {26,028) 5,408
Unclaimed Checks 176,156 - 10,674 186,830
Bonds Anticipation Notes Payabie - - 8,762,788 8,762,788
Deferred Revenue 19,822 391 16,672,044 4,656,251 40,550,686
Deferred Revenue Property Taxes Paid In Advance 864,775 - : - 864,775
Total Liabilities 22,802,185 16,072,044 13,553,651 52,427,860
The Notes to the Financial Statements 6
arz an Integral Part of this Exhibit,




City of Gloucester, Massachuaetis
Governmenta! Funds
Batance Shest
June 38, 2008

{Continued from Page 6)

Nonmajor Total :
Bettermen:  Govermmenta! Govemmental :
General Reserves Funds Funds :
Fund Equity:
Fund Balances: :
Reserved for Encmmbrances 1,164,905 - - 1,164,905 ]
Reserved for Debt Service - 6,098,725 - 6,008,725 1
Reserved for Perpetual Pernmanent Funds - - 720,384 720,384
Unreserved:
Designated for:
Hserow 566 - - 366
Undesignated, Reported in:
General Fund 382 361 - - 302,361
Special Revenue Fund - - 6,224,256 6,224 256
Capital Projects Fund - - (1,945,569} (1,945,569)
Permanent Fund - - 146,553 146,553
Total Fund Balances 1,557.832 6,098,725 5,145,624 12,802,181
Total Liabilities and Fund Balances § 24356997  §22,170,76¢  §$18,609,275 $65,230,041

The Notes to the Financial Statements
are an Integral Part of this Exhibit,




City of Gloucester, Massachusetts
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balances

Revenues:
Property Taxes
Tay Liens
Excises
Penalfies and Interest
Licenses and Pemmifs
Intergovernmental
Fees and Other Departmental
Charges for Services
Fines and Forfeits
Eamings on Investments
i Lieu of Taxes
Contributions

Loan Prineipal and Interest Repaymenis

Miscellaneous
Total Revenues

Bxpenditures:
Curent

General Government
Public Safety
Education
Intergovemmental
Highways and Public Werks
Human Serviges
Culture and Recreation
Delst Service

Total Expendrtures

Excess of Revenues Over {Under) Expendituras

Other Financing Sources {Uses):
Operating Transfers In
Cperating Transfers {Out)

Total Other Financing Sources (Uses)

Excess of Revenues and Other Sources Over

(Under) Expenditures and Other Uses

Fund Ralance, Beginning
Prior Period Adjustment
Fund Balance, Ending

The Notes to the Financial Statements
arz an Integral Part of this Exhibit,

Fiscal Year Ended June 30, 2008

Nonmajor Total
Betterment Govermnmental Governmenta]
General Reserves Funds Funds
52,372,208 - $ « % 52,272,293
153,218 - - 153,218
3,159,022 . - 3,139,022
525,423 - - 535,423
1,101,855 - - 1,101,853
2, 186,.8C0 - 6,366,435 26,553,235
- - 145,145 149,145
3,928,791 2,344 049 2,333,109 8,605,949
325400 - - 325,400
433,506 - 84,138 519,644
46,393 - - 46,393
- - 366,837 566,837
- - 289,068 280,068
629,316 - 228,987 . B58,303-
82,764,019 2,344,049 10,017,719 95,125,787
13,308,175 - 2,123,034 15,431,209
11,168,122 - 350,425 11,518,347
41,807 875 - 752720 48,960,596
3463771 - - 3463,
5,637,236 . 631,978 6,269,314
691,181 - 924,250 1,615,431
714,642 - 85,700 800,342
9,452,929 - - 9.452,020
86,244 (31 11,268,108 97,512,139
(3,480,012} 2,344 (49 (1,250,389 (2,386,352}
3,614,364 - 26,000 3,643,364
{35.774) (2,618,949 {970,084) (3,624,807
3,578,380 (2.618,94%) {941,084) 18,557
98,578 (274,900 (2,191,473) {2,367,795)
1,459,975 6,373,625 7,340,227 15,173,827
{721) - (3,130 (3,851)
1,557,832 6,098,723 5 5145623 % 12,802,181
&




City of Gloucester, Massachusetts
Reconciliation of the Governmental Funde Balance Sheet
‘Total Fund Balances o the Statement of Net Assets
Fiscal Year Ended June 30, 2008

Total governmental fund balances

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds.

Other long-term assets are not available to pay for current-period
expendifures and, therefore, are deferred in the funds.

Internal Service Fund included with Enterprise funds on fund financial statements

are not reported in the governmental funds. Alse, acerued interest on bonds
is not reported in the governmenta!l funds.

Bonds Pavabile

Accrued Interest on Bonds

Compensated Absences

Net assets of governmental activities

The Netes to the Financial Statements 9.
are an Integral Part of this Exhibit,

§ 12,802,181

67,760,022

40,091,964

626,136

(65,863,961)
(1,053,508)
(1,766,933)

$ 52,604,899




City of Gloueester, Massachusetts
Reconciliation of the Statement of Revenues, Expenditureg
and Changes in Fund Balances of Governmental Funds
io the Statement of Activities
Fiscal Year Ended June 30, 2008

1

Net change in fund balances - total governmental funds 5 (2,367,793)

Governmental funds report capital outiays as expenditures, Howsver, in the
Statement of Activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which depreciation exceeded capital cutlays in the current period. (1,121,382)

Revenues in the Siatement of Activities that do not provide current fnancial
resources are fully deferred m the Statement of Revenyes, Expenditures and
Changes in Fund Balances. Therefore, the recognition of revenue for various
types of accounts receivable (i.e., real estate and personal property, motor
vehicle excise, ete.} differ between the two statements, This amount TeprEsents
the net change in deferred revenue. {685,227}

The issuance of long-term debt (e.g., bonds and leases) provides current financial
resources to governmental funds, while the repayment of the principal of Jong-
term debt consumes the financial resources of governmental funds. Neither
transaction, howevesr, has any affect on net assets. Algg, governmental funds
report the effect of issuance costs, premiums, discounts, and similar items when
debt [z first issued, whereas these amounts are deferred and amortized in the
Statement of Activities. This amount is the net effect of these differences in the
treatment of jong-term debt and related items. 6,528 872

Seme expenses reported in the Statement of Activities, such as compensated
absences and acorued interest | do not require the use of current financial
resvurces and, therefore, are not reporied as expenditures in the governmental
funds. This amount represenis the net change from the prior fiscal vear 819,823

The net income of the Internal Service Fund is included with the governmenta)
funds in the in the entity wide statements, but are included with the enterprise .

f-me LS

funds in the fund financial statements, 386,912 i
Change in net assets of governmental activities S 3,561,203

The Notes to the Financial Ststements 16
are an Integral Part of this Exhibit.




Assets
Current:
Cash and Cagh Investments
Receivabies, Net of Allowance for Uncollectibizs:
Excise Tax
User Charges
Utility Liens
Deparmiental
Noncurrent:
Assets Not Being Depreciated
Asseis Being Depreciated, Neg

Total Assets

Liabilities
Current:
Accrued Wages Pavable
Incurred But Not Received Health Payable
Accrued Interest Pavable
Bond Anticipation Notes Payable
Bonds Payable
Ohhgr Liabilities
Noncurrent:
Compensated Absences
Bonds Payvable

Total Ligbilties

Net Assets
Investsd in Capital Assets, Net of Rejated Debt
Restrieted for:

Unrestricted

Total Net Asgets

The Notes o the Financial Statements
are an Integyal Parl of this Exhibit.

City of Gloucester, Massachusetts
Proprietary Fuads
Statement of Net Asseis
June 30, 2008

Business - Type Acitvities Health
insurance
Waterways Sewer Water Total internal

Enterprise Enterprize Enterprise Enterprise Service Fupd

§ 503,466 $ 10,103,385  § 7340390  § 17,947,441 § 446358
226,051 . - 226,051
- 962,773 719,778 1,742,551

- 196,141 245 825 441 966 -

11,255 - - 11,235 79,604
538,482 379,839 1,594,263 4.512,584

1,977,902 118762245 27,092,263 147,832,410 -

3,257 156 130,404,583 39,052,519 172,714,258 725,958

4,066 29,989 26,516 644,571 -

- - . - $9,822

93,415 280,399 380,814 -

- 29,360,338 6,627,745 35,988,083 -

- 818,804 1,471,489 2,290,293 -

- 18 12 ic .

20,106 46,515 76,504 143,425 -
- 5,246,938 18,155,285 23,402,222

24,172 35,593,017 26,648 250 62,265,439 99,822
2,516,384 94,212,837 10,398,148 107,127,349

716,600 598,728 2,006,121 3,221,450 626,136

$ 3,232,984 B 94BI1566  § 12404260 § 110448819 % 626,136

11




City of Gloucester, Massachuseatiz
Statement of Revenues, Expenses and Changes in Fund Net Asgefs
Proprietary Funds
Fiscal Year Ended June 30, 2008

Business - Type Activities Health
. Insurance
Waterways Sewer Water Total Interpal
Fund Fund Enterprise Enterprise Service Fund
Operating Revenues:
Charges for Services § 163030 § 6,805703 ¢ 6,054341 % 13,113,074 % -
Excises 84,969 - - §4,069 -
Other Operating 42,788 66,727 63,013 172,528 -
Contributions - - - . 1,786 360
Total Operating Revemues 290,787 6,962.43¢G 6,117,354 13,370,57) 1,786,340
Operating Expenditures:
Personal Services 164,307 1,089,116 1,553,310 2,806,733 -
Nonpersonal Services 69,330 3,163,683 1,310,694 4,743,707 1,338,941
Depreciation 86,623 2,867,043 726,248 3,679,664 -
Total Operating Expenditures 320,260 7,119,882 3,790,252 11,230,404 1,338,941
Operating Income (29,473} (157.462) 2,327,102 2,140,167 447415
Nonoperating Revenues (Expenses):
Earmings on Invesunents - 13,609 . 13,606 -
Imerest on Debt - (985,724} {580,377) {1,566,1G1) -
Total Nonoperating Revenues (Expenses) - (972,115} (380,377} 1,552,492}

Income Before Contributions and Transfers {29,473} (1,128,577) 1,746,725 587,675 447419
Transfers In 345 37,778 3,827 41,950 -
Transfers Out - - - - {60,567

Total Capital Contributions and Transfers 345 37,778 3,827 41,950 (60,507}
Chenge in Net Assets (29,128} {1,091,759) 1,750,352 629,625 386,912
Total Net Assets July 1, 2007 3,262,112 95,903 365 10,653,717 109,819,194 239,224
Total Net Assets June 30, 2008 5 3232984 & Q4811366  §12.404260 % 110,448,819 5 626,136

The Motes o the Finencial Statements
are an Integral Part of this Exhibig.




City of Gloucester, Massachusetts
Statement of Cash Flaws
Proprietary Fund
Fiscal Year Ended June 30, 2008

Waterways Sewer Water
Fund Fund Fund Total
(Cash Flows from Operating Activities:
Recetpts from Customers $ 297,040 $ 6,831,206 § 6239664 S 13,387,910
Paymenis to Emplayees £164,379) (1,072,576} (1,550,111} (2,787,066)
Payments w0 Vendors (72,5823 {3,195,848) {1.649,935) (4,918,375}
Net Cash Flows Provided (Used) by Operating Activities 60,069 2,561,782 3,039,618 5,682,469
Cash Flows from Non Capital Related Financing Activities: _
Mgt Transfers tn/from Other Funds 345 37,778 3,827 41,950
MNet Cash Flows Provided (Used) by Non Capital Retsred
Financing Activities 345 37,778 3,827 41,950
Cash Flows fram Capital and Related Financing Activities:
Actuisition of Capital Assets - (5,046,401 {996,158} (6,042,61%)
Proceeds from Bond Anticipation Notes - 29,360,338 - 6,627,745 35,588,083
Payments on Bond Anticipation Notes - (20,183,000} {450,000) (20,633,000
Principal Payments on Bonds and Notes - {813,645) {1,473 ,806) {2,287,451)
Interest Expense - (1,069,311) {828,680 (1,898,000}
Net Cash Flows Provided (Used} by Capifal and Retared
Financing Activities : - 2,245,821 2,879,002 5,125,013
Cash Flows from Investing Activities: ‘
Earnings on Investments - 13,609 - 13,609
Net Cash Flows Provided {Used) by Investing Activities - 13,609 - 13,606 :‘
Net Increase (Decrease} in Cash and Cash Equivalents 60,414 4,860,000 5922537 10,843,041
Cash and Cash Equivalents, July 1, 2607 443,052 5,195.274 1,463,353 7,103,679 '
Prior Period Adjustment - Move Debt Proceeds from
Water to Sewer Fund - 48,221 (47,500} 721
Cash and Cash Equivalents, Jupe 30, 2008 § 303466 3 10,J03585 § 7340300 & 17.647.44]

Reconctiation of Net Income o Net Cask Provided (Used) by

Operating Activities:
Operating fncome (Loss) PO(29473) 5 (157462 § 2,327,102 § 2,140,167
Adjustments 1o Reconcile Operating Income fo Net Cash
Provided (Used) by Operating Activities:

Depreciation Expense 86,623 2,867,093 726,248 3,679,964
(Increase) Decrease in Assets:
Accounts Receivable - Customer 6,253 {131,224} 122,310 (2.661)
Increase (Decrease) in Liabiliges: |
Warranis aixd Accounts Payable {3,334) (15,625) {136,042} (155,001} ‘
Net Cash Provided by Operating Activities b 60069 5 2562782 § 3039818 0§ 3.66046%

The Notes to the Financial Statements
are an Integral Part of this Exhibit,




City of Gloucester, Massachusetis

Fiduciary Fands
Statement of Net Assets
June 30, 2008

Assels

Cash and Cash Investments
Accrued BEamninpgs Receivable
Total Assets

Liabilities
Total Liabilities

Net Assets
Held in Trust

The Notes to the Financial Siatements 4
are an Integral Part of this Exhibit.

Private-Purpose

Trusi
3 729208
4,182
733,382
$ 733,382




City of Gloucester, Massachusetts
Fiduciary Funds
Staternent of Changes in Net Assetg
Fiscal Year Ended June 30, 2008

Private-Purpose

Trost
Additions:
Earnings on Investments & 26,481
Total Additions 26,481
Deductions:
Trust Distributions 70
Change in Net Assets 35,711
Net Assets:
Beginning of the Year 704,54 I.
Prior Period Adjustment 3,130
Fund Balance, Beginning as Restated | 707,671
Ending of the Year $ 733,382
The Notes to the Financial Statements 15

are an Infegral Part of this Exhibit
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City of Gloucester, Massachusetts
Notes to the Financial Statements
June 30, 2008

Summary of Significant Accounting Policies

The accounting policies of the City of Gloucester, Massachusetts, as reflected in the accompanying
financial statements for the year ended June 30, 2008, conform to accounting principles generally
accepted mn the United States of America for local government units, except as indicated hereafier. In
accounting and reporting on its enterprise fund, the City has slected 10 apply all Governmental
Accounting Standards Board (“GASB™ proncuncements us well as Financial Accounting Standards
Board proncuncements issued prior to November 30, 1989, unless those pronouscements contradict
GASB pronouncements, in which case, GASB prevails.

The more significant accounting policies of the City are summarized below.

(A}  Revoriing Entitv

The City's reporting entity consists of all oreanizations for which tae City exercises oversight
responsibitity. Oversight responsibility is demonstrated by financial interdependency, selection
of governing authority, designation of management, ability to significantly mfluence operations
and accouniability for fiscal matters.

The City has elected to exclude its only component unit (the Gloucester Contributory
Retirement System). As a result, the accompanying financial statements are for the primary
governtment.

(B} Government-wide and fund financial statements

The government-wide finaneial statements (Le., the statement of net assets and the
statement of activities) report information on all of the non-fiduciary activifies of the primary
government and its component units. For the most part, the effect of the interfund activity has
been removed from these statements. Government activities, which normally are supperte:d by
taxes and intergovernmental revenues, are reported separately from busingss-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree fo which the direct expenses of a2 given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or ssement. Program reverues include 1) charges to
customers or applicants who purchase, use, or direcily bemefit from goods, services, or
privileges provided by 2 given finction or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among PTOErain revenues are reported instead as
general revenuas,

Separate financial statements are provided for governmental fands, propristary funds and
fiduciary funds, even though the latter are excluded from the govemment-wide financial
statements, Major individual governmental funds are reported as separate columns in the fund
financial statements.




(G

Measurement Fogus, Basis of Acconnting, and Financial Statement Presentation

The govermment-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the fduciary fund ficancial
statements. Revenues are recorded when earned and expenses are recorded when & Liability is
incurred, regardiess of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Granis and similar iterns are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the cwrrent financial resources
messurement focus and the modified accrual basis of accounting, These revenues are
recognized when they become measurable and available as net current assets. Available means
collectible within the current period or soon enough thereafter (o be used to pay liabilities of the
current period. Primary sources of revenue considered susceptible to accraal consist principalty
of real estate and personal property taxes, motor vehicle excise tax and amounts due under
grants. Property taxes are recognized as revenue in the vear for which taxes have been levied,
provided they are collected within 60 days after year end. Revenues not considered susceptible
¢ accrual are recognized when received.

Waler and sewer charges as presented are considered revenie when they are committed for
collection. Recognition has not been considered for unbilled usage in the government wide and
the fund financial statements.

Expenditures are generally recognized under the modified acernal basis of accounting when the
relazed fund Hability s incurred. Exceptions to this general rule include: (1) acoumulated
vacation, accumulated sick pay, and other employee amounts which are not to be liguidated
from expendable and available resources; and (2) debt service expenditures which are
recognized when due. '

Agency fund assets and liabiHties are accounted for on the modifiad accrual basis of accounting.
The City reportsthe following major governmental funds:

General Fund - This is the City's general operating fund. It accounts for all financial
resources of the general government except those required to be accounting for in another fund.

Betterment Reserve Fund - This fond captures the revenues for all phases of the sewer
betterments. The revenues are transferred to the general fund to help meet the City’s betterment
retated debt obligation.

The City reports the following major proprietary funds;

Water Fund ~ This fund is used to account for the activities related to the water distribution
svstem.

Sewer Fund — This fund is used to account for sewer related activities,

Waterways Fund ~ This fund is used to account for the activities associated with the City’s
harbor.




(D) Assets, Lisbilities and Net Assets or Bquity

1 Deposits and Investments

The City's cash and.cash equivalents are considered to be demand deposits and short term investments
with original matarities of three months or less from the date of acquisition.

State and local statutes place certain limitations on the namre of deposits end investments available to
the City. Deposits {including demand deposits, term deposits and certificates of deposit) in any one
financial institution may not exceed certain prescribed levele without collateralizaton by the financial
mstitirions involved. Investments can alse be made in securities issued by or unconditonally
guaranteed by the U.S. government or agencies that have a maturtty of less than one year from the date
of purchase, repurchase agreements guaranteed by such securities with maturity dates of not more than
90 days from the date of purchase, and units in the Massachusetrs Municipal Depository Trust
(“MMDT™).

Also, certain governmenta! funds (primarily trust funds) have broader investment powers which allow
investments in common stocks, corporate honds and other types of Investments,

ii  Propertv Taxes

The City's fiscal year runs from JFuly 1 to June 30. Taxes are levied 0 the owner of record on the P
preceding January 1. The City bills property 1axes on a quarterly basis. Quarterly payments are due .
on August 1, November 1, February 1 end May 1. Property taxes attach as enforceable liens on
property as of July | of the next fiscal year.

The City is permitted under state law to levy property faxes up 10 2.5% of the full and fair cash value
of the property. In addition, the taw Hmits the amount by which the total property tax assessment can
be increased to 2.5% of the preceding year’s assessment plus any new growth.

i Capital Assets L

Capital assets, which include property, plans, equipment, and infrastructure assets are reported in the
applicable governmental or business-type activities columns in the govemnment-wide financial
statements, Capital assets are defined by the City as assets with an initial, individual cost of more than
£5,000 and an estimated useful life in excess of two years. Such assets are recorded at historcal cost
or estimated historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation.

The City has not inciuded the imfrastructure assets (roads and stdewalks) related 1o the governmental
activities, '

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are nof capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest |
incurmred during the construction phase of capifal assets of business-type acvities is included as part of
the capitalized value of the assets constructed,




Property, plant, and equipment of the primary government is depreciated using the straight line
method over the following estimated usefnl lives:

Assets Years
Buildings 40-30
Equipment 5-15
Improvements 20-40
Infrastructure 404-30
Vehicles 5-13

v Compensated Absences

Vv

vi

The labilities for compensated absences reported in the government-wide and proprietary fund
statements consists of unpaid, accumulated annual vacation and sick leave benefits. The Labilities have
been calculated using the vesting method, in which leave amounts for both employess who currenily are
cligible to receive termination payments and other employees who are expected to become eligible in
the future to receive such payments upon tenmination are included,

Long-Term Obligations

in the government-wide financial statements, and the proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities,

In the fund financial statements, governmental fund fypes recognize bond premiums and discounts, as

well as bond issuance costs, during the current pedod. The face amount of a bond issued is reported as
other financing sources. Issuance costs are reported as debt service expenditures.

Fund Eguity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific
purpese. Designations of fund balance represent tentative menagement plans that are subject to change.
In the fund financial statements fand equity is comprised of the following:

Fund Ralances

{a) Reserved for Encumbrances

Appropriations for certain projects and specific items not fully expended at vear end are carried
forward as reserved for encumbrances to the next year. At vear end, reserved for encumbrances
is reported as a component of fund balance.

{b) Reserved for Debt Service

This account represents funds available to pay a percentage of betterment related debt,

{¢) Reserved for Perpetual Permanent Funds

This account represents the principal portion of cash invested in the nonexpendable trust funds.
Only the income eamed from investing these funds can be expended for purposes specified in
the trust instrument.

i
i
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(d} Fund Balance Deficiis

The City had various fund balance deficits as of June 30, 2008. The capital project deficits are

netted with their related outstanding Bond Anticipation Notes. The fund balance accounts are

1dentified below:

Government Activities

Non Maijor
Special Revenue
Fund
- Number Account Balance
283001 Athletic Revolving $112,873
223000 School Lunch 99,513
283012 Preschool 43,334
283003 School Restitution 24,480
293007 Summer Program 21,386 :
283017 Beach Concessions 18,660
291075 FY08 - SAC - Harbor Transportation Plan 15,965
285027 Cormmunity Learning . 14,823
282022 Emergency Kids in Crisis ' 13,893 k
281017 Clough 13,710
285014 Sawyer Music 9,655
292026 07 Bulletproof Vest Partnership - Federal Share 7.932
282016 Cccupational Ed-Voecational Skills 7,120
295035 BOH - N. Shore/Cape Ann Commm Health Care Net 4,840
291078 FYO0ER SAC - Barbor Coordinator - 4,233
282003 Title 11 Improved Education Quality 4,203 ‘
281032 00 IEP 4,200
283016 Advertising 3,000 ‘r
295018 Donation - Veierans 2,931
292027 FY07-08 Orgenized Crime Drug Enforcement Task Force 2,748 ol
295010 Restitation Police 2,115 L
295002 Donations - Library 2,011 s
221067 07 - MA DEP Water Loss Prevention 1,564
291036 Tund Balance Dep Water Access 1,398
285017 Police SH Drug Enforcement 1,136
Total W

360023 Board of Health - Water Abatement $1,253,866
330002 CIP 00 Gloucester Sewer 497 836
300066 CIP 08 Reprogram Modular Classrooms 401,192
300067 CIP 08 Reprogram GHS Water Tank 36,620
300068 CIP 08 Reprogram Boiler 36,500
300024 CIP 04 Board of Health - Water Abatement 29,023
300004 CIP 03 Municipal Building Renovations 17,519
300002 MIS Sofrware ' 16.039
300005 CIP 02 City Hall Windows 11,101
300071 CIP 08 Beach Rakes 4,592
360045  Gloucester High School Litigation 2,155

Total 52,311,843
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Enterprise Fund Capital Prejects

Sewer CIP 06 WPC Fac Emer Clar & Clor Odor (2,000,000} $545.290
Sewer CIPO1 Sewer Lower Essex Ave Upgrade 91,263
Sewer CIP 04 Little River (600,060} 59,774
Sewer CIP 04 Sewer prof lower Essex/Gibbs Hill {570,000 46,061
Sewsr CIP 04 CSO Wash Basin 44 020
Sewer CIP (3 Essex Sewer 33,225
Sewer CIP (4 DPW Asset Mgt Program 6,586
Sewer CIP Sewer GIS Enhancements 1,040
Water CIP 03 Water Lines Magnolia 159,759
Water CIP02 Klondike Res Design 38,032
Water "CIF 01 Little River 2,469
Total W
Maior Fund
Betterment Funds
400004 Sewer Betterment MPEW 365,772
vii  UJse of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assess and
lishilittes and disclosure of contingent assets and liahilities at the date of the financial statements.
Estimates aiso affect the reported amounts of revenues and expenses during the reporting period.
Actal resuits could differ from those estimates,

viii  Warrants Payable

The balance in this account consists of those warrants approved by the City for payment between July
1, 2008 and July 15, 2008. These wamrants have been recorded as expenditures during the fiscal year
ended June 39, 2008 and the corresponding credif is to the acoount entifled warrants payable.

I Stewardship. Comphliance and Accountability

A. Budgetarv Information

i General Budeet Policies ‘

Budget requests are prepared by the various City departments and submitted to the Mavor and
to the Budget and Finance Committee for review during January, February and March of each
vear. The Mayor and the Budget and Finance Commitiee have until June {which s when the
annual budget is typically approved) to make any changes to the departments’ requests. After
approval of the budget the tax recapitulation (recap) sheer is prepared. Drring this process the
property tax rate is determined and the recap sheet is sent to the Department of Revenue for
approval.

Encumbrance accounting is utitized when purchase orders, contracts or other commitments for
purchases are recorded i order to reserve that portion of the appliceble appropriations.
Encumbrances still open at vear end are reported as a reservation of fund balance,
Encumbrances do not constitute expenditures or fiabilities,

ii Budeet Basis of Accounting

The {inal budget appearing in the required supplementary information section of the financial
statements 18 taken from the City’s annual recap sheet and includes those amounts which pertain
1o fiscal 2008 adjusted for any subsequent votes applicable to fiscal 2008,
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The following reconciliation summarizes the differences between the budget basis and the
Generally Accepied Accounting Principles {GAAP) basis reported in the fand financial
statements for the year ended June 30, 2008,

Revenues
As Reported Budgat Rasis 75,845,265
Adjustments:
Sixty Day Property Tax Accrual - Net (283,208)
On Behalf Payments Included in Intergovernmental 6,202,017
Long Term Interest Payments are Offset by Subsidies made
by the Massachusets Water Polintion Abaternent Trust 1,008,945 :
As Reparted GAAP - Fund Finacial Statement S 82,764.019 !
Expenditures :
As Reported Budger Basis $ 79,423,606
Adjustments:
July 1, 2007 Encumbrances 803,368
June 30, 2008 Encumbrances (1,164,905)
Or Behalf Payments Included in Employee Benefits 6,202,017 [
Long Term Interest Payments are Offset by Subsidies made
by the Massachusets Water Poliution Abatement Trust - 1,008,945
Principal Paydown of Bond Anticipation Note is Not ‘
an Expenditure on GAAP Basis Statement {29,000)
As Reported GAAP - Fund Finacial Statement TS 86244031 j
SRS A e i
B. Deposits and Investmenis P

a.) Custodial Credit Risk - Deposiis ] 7 . §
Custodial Credit Risk s the risk that in the event of a bank failure, the City's deposits may '
not be retumned to it. The City does not have a formal deposit policy for custodial credit
risk. As of June 30, 2008, $18,778,037 out of the City's bank balance of 343,433,132 was
exposed to credit risk as follows:

Uninsured and Uncollateralized $ 18,778.037

i) Investments
a.} As of June 30, 2008, the City had the following investments and maturities,

Invesunent Maturities (in Years)

Investment Type Fair Valoe Less Than 1 1-3
U, 8 Government Obligations § 312,034 3 150,766 § 161,268
Corporate Bonds 210,046 - 210.046

Total $..322.080 % 150.766 3 371314
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B. Deposits and Investments (Continuad)

b.} Inferest Rate Risk
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The City does not have a formal policy that limits investment maturises
as a means of managing its exposure to fair value losses arising from increasing interest
rates.

c.) Credit Risk

Credit risk is the risk that an issuver or other counterparty to an investment will not fulfill its
obligations. The Commonweaith of Massachusetis has an investment "legal list” which the
City is required to follow. However, the City does not have its own formal policy
regarding credit risk,

d.) Concentration of Credit Risk
Concentration of credit risk is the risk of loss atrributed to the magnitude of a government's
investment in a single issuer. The City does not have a formal policy regarding
concentration risk. More than 5 percent of the City's investments are in U.S. Government
Obligations 19%.

C. Capital Assets

Capital asset activity for the vear ended June 30, 2008 was as follows:

Beginning Reductions/ Ending

Government Activities: Balance Additiens Reclagsificationg Balange
Land b3 17,701,783 % - 8 -~ % 17,701,783
Construetion in Progress ’ 188,523 61,993 {188,523 51,993
Total Capital Assets not Being Depreciated 17,890,306 61,993 (188,523} 17,763,776

Assets Being Depreciated:

Buildings 35,374,837 1,163,181 - 56,538,018
Improvements 4,631,141 23,900 - 4,655,041
Infrastructure 12,684,955 600,604 . 13,285,559
Equipment 6,549,241 151,561 - 6,700,802
Vehicles : 7,866,734 451,875 . 8,318,606
Other 643,274 114,741 - 1,058,015
Total Capital Asseis Being Depreciated 88,050,182 2,505,862 - 90,556,044




C. Canital Agsets (Continued)

Less Accamulated Depreciation for:

Buildings (23,408,198) (2,280,831) - (25,699,029)
Improvements Other Than Buildings {1,573,868) {208,998) - (1,782,846)
Infrastructare (663,048) (260,675} - (923,723)
Ecuipment (5,453,460) (253.43%) - (5,706,892)
Vehicles (5,744,218) (409,524} - (6,153,742)
Other {267,252) (77,254) - (284,546}
Total Accumulated Depreciation (37,050,084} (3,300,714) - (40.550,79%)
Capital Assets Being Depreciated, Net 51,000,098 {994,852) . 50,005,246

Govermnmental Activities Capital Asssts, Net $ 68,890,404 3 {932,859 § (188,523 § 67,760,022

Depreciation expense was charged to fanctions as follows:
Government Activities: :

General Government & 200,591
Public Safety 288,325
Education © 2,362,410
Highways and Public Works 357,795
Culture and Recreation 104,593
Total Governmental Activities Depreciation Expense  § 3,500,714
Beginning Reductions/ Ending
Balance Additions Reclassifications Balance :
Business-Type Activities:
Land § 4,512,584 % - % -5 4,512,584
Construction in Progress 18,464,362 - (19,464,362 .
‘Total Capital Assets not Being Depreciated 23,876,946 - {19,464.362) 4,512,584
Assets Being Depreciated: ;
Buildings 4,237,807 , - - 4,237,867 M
Improvements 1,323,563 26,854 - 1,350,417
Infrastructure 157,129,126 25,388,722 - 182,517,848
Equipment 1,007,785 11,725 - 1,018,510
Vehicles 827,872 79,680 - 907,552
Cither 15,000 - - 15,000
Total Capital Assels Being Depreciated 164,541,153 25,506,981 - 190,048,134
Less Accumulated Depreciation for: .
Buildings (3,710,123) (95,943) - (3,806,066) 2
Improvements {222,53¢6) (66,761} - (289,317}
Infrastructurs (33,238,119) {3,432,600) - (36,670,719
Eguipment (748,436) {39,540) - {787,976}
Vehicles (606.026) {42,120) - (648,146)
Other (10,500 {3,000} {13,300}
Total Accumulated Depreciation {38,535.760) {3,679 564} - 142,215,724}
Capital Assets Being Depreciated, Net 126,005,393 21,827,017 - 147,832,410

Business-Type Activities Capital Assets, Net $ 149982339  § 21,827,017 & {19.464362) § 132,344,904




Capital Assets {Continued)

Depreciation expense was charged to business-type activities as follows:

Business-type Activities;

Waterways 3 86,623
Sewer 2,867,093
Water 726,248
Total Business-iype Activities Depreciation Expense § 3,676,964

Accounts Receivabie

The accounts receivable on the combined balance sheet are listed balow by levy,

Governmental Activities
Current Accounts Receivable
Property Taxes Receivable:

Real Estate Taxes

2008 $ 1,309,951
2007 . 487,615
2006 274,033
Total Real Hstate Taxes $ 2,071,609

Personal Property Taxes

2008 $ 14,550
2007 _ 13,425 '
2006 ' ' 9,062 ,
2005 9,725 |
2004 10,276
2003 9,759
2002 : 12,122
2001 21,477 s
2000 - 17,395 b
1999 20,042 :
1998 25414
1997 20,459
1996 10,252
1983 19,937
1994 23,943
1991 102
Total Personal Property Taxes 246,940

Total Properry Taxes Receivable § 23183549
Tax Liens § 1,259.366




Accounts Receivable (Continued)
Excise Taxes:
Motor Vehicle Excise Tax
2008 § 268,730
20067 75,867
2006 41,863
2005 33,030
2004 26,336
2003 27,112
2002 26,460
2001 29,414
2000 19,129
1996 15,102
1998 14,851
1097 17,754
1096 20,026
1993 14,080
1954 11,230
1993 11,531
1992 11,827
1991 16,902
1960 23,192
1985 28,083
Total Excise Recetvable 3 732,519

e AL
LT s

Deparmmental: ' ' ,
Ambutance ' $ 948372 .
Street Betterments 48,786
Public Property 8,576
Date from Blue Cross 79,600

Total Departmental § 1,085334
Intergovernmental; -

Commonwealti of Massachusetts -
School Building Assistance § 1,508,612

1.5, Department of Housing and Urban
Development Grants _ 34,147

Commonwealth of Massachusetis -
Highway Projects 1,489 461
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D.

Accounts Receivable {Continued)

Schoo] Lunch

Circuit Breaker

P} 94-142

Special Education Program Improvement
Ereserve America

Total Current Intergovernmental

Special Assessments:

Sewer Befterments
Septic

Neon Current Accounts Receivable:

Intergovernmental:

Commonwealth of Massachusetts - for
School Building Assistance

Deferred Property Taxes

Noncurrent Deferred Special Assessments

Business-Tvpe Acfivities

Excises:
Boat Excise Taxes
2008
2007
2006
2003
2004
2003
2002
2001
2000
1999
1908

104,219
203,426
76,060
3,076
63,800

20,065
14,170
G462
7.087
4,056
6,353
5,607
14,563
F1,665
17,789
14,486

5 3,484,804

$ 138,600

e r——————— e,
A ———

§ 12,902,188

e s

§ 18,484,928




D.

Accounts Receivabie {Continued)

19497
1986
1993
1994
1693
1692
1991 and Prior

Total Bxcise Receivable

Departmental:
Lobster Marina

User Charges:
Sewer Meter 2008
Sewer Meter 2007
Sewer Meter 2006
Sewer Meter 2005
Sewer Fixtures 2008
Water Meter 2008
Water Meter 2007
Water Meter 2006
Water Meter 2005
Water Fixtures 2008
Water Fixtures 2007
Water Fixmres 2006

Total User Charges

Utility Liens:
Sewer Liens 2008
Sewer Liens 2007
Sewer Tax Title
Water Liens 2008
Water Liens 2007
Water Tax Title

Total Utility Liens

i

3

P —_ btk

H)

14,779
12,241

0,821
11,753
13,654
20,925
17,575

970,305
(9,756)
(2,238)
(3,042)

7,505

752,076

(16.512)
(1,151)
(4,647)
10,326

(3173
2

155,871
28,389
15,881

181,938
36,896
26,991

$

8

1,742,551

441,966




E. Debt

Short Term Debt

The short term debt activity for the year was as follows;

Balance Balance
Beginning End
of Year Issued Redeemed of Year
Governmental Activities:
Bond Anticipation Notes $1,306,817 £8,267,071 $812.,000 $8,762,78%
Business Type Activities
Bond Anticipation Notes $20,635,000 $35,988,083 $20,635,000 $35,988,083

The Town has various short term notes outstanding as of June 30, 2008 as foliows:

Purpose Amount Interest Rate Maturity Date
Governmental Activities:
Bond Anticipation Notes

Financial Management System $50,000 4.00% S/19/G8 P
Upgrade Fire Alarms 99,000 4.00% 9/19/08 P
High School Electrical 33,00C 4.00% G9/19/08 B
(GHS Elevator 68,000 4.00% 0/16/08
Soil Analysis 33,000 4.00% 9/19/08 P
Board of Health - Septic Loans 849323 1.76% Interim Loan =
CSO Surface Paving 500,000 4.00% 9/19/08
City Hall Renovations : 1,305,000 4.00% -5/19/08
Fire Stations 300,000 4.00% 9/19/08 1
Fire Deperanent - Installations 150,000 2.00% 9/19/08 i
Ambutance Purchase 250,000 2.00% 9/19/08 |
Fire Department - SUV 40,000 2.00% 9/15/08
Modular Classrooms 3,450,000 2.00% 9/19/08
Beach Rakes 38,000 200% 9/19/G8
Betterment Project (Moorland Way) : 1.597 465 2.00% 9/19/08
Total $8.762.788




2009
2010
2011
2012

i

Debt (Continuzed)

Business Tvpe Activities:

Bond Anticipstion Notes

Sewer Fund:

Infiltration/Infiow $£290,006
Additional Sewer 600,204
W Facility 1,800,000
£SO Consent WWP 4,512,675
TS0 Consent WWP ' 19,940,600
T8O Consent WWP 2,012,383
Construction Vehicles 203,000
Water Fund:

Water Valve Replacement 500,000
Water Lines - Magnolia 194,700
Water mprovement 1,975,000
Water System Improvement 3,500,000
Water Maim 438,045

Total $35.988 083

Long Term Debt

4.00%
4.60%
4.00%
2.00%
4.00%
£.76%
4.00%

4.60%
£.00%
4.00%
2.00%
2.00%

General obligation bonds outstanding at hane 30, 2008, bear interest at various rates.

{a} Changes in Long Tern Debt - the following is 2 summary of bond transactions for

the vear ended June 30, 2008

Governmental ~ Business-type

Activities Activities
Balancs 7/01/67 572,393,554 $27,979,245
Adjustment (721} 721
Less: Maturities {6.528.872) (2,287,450
Baiance 6/30/08 $65.863.061 $25.692.516

(b) Summary of Debt Service Requirements to Maturity

Total
$100,372,799
]

8.816.322)
£61.556.477

Governmental Business-type
Activitieg : Activities
Principal Interest Principal Interest
86,589,604 $2,679,100 $2.271,976 Fo68,825
6,497,938 2,402,752 1,924,224 890,133
6,339,439 2,133,414 1,880,411 818,038
6,124.391 1,868,243 1,791,708 747,357
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G/19/08
9/19/08
9/19/08
0/18/08
0/19/08
Interim Loan
9/19/08

5/18/08
9/19/08
G/19/08
9/19/08
9/19/08




Debt (Contirued)

2013

2014-2018
2019-2023
2024-2027

Governmental Business-type
Activities Activities
Principal Interest Principal Interest
6,255,883 1,591,003 1,776,727 677,200
24,211,984 4,181,155 8,048,815 2,375,081
8.573,554 598,217 6,004,066 873,211
1,300,168 19.599 1,894 580 97.151
$65.082 961 513473573 §£25.692 516 $7.448 905

Subsidies throueh the Massachusetts Water Pollution Abatement Trust

The Massachusetts Water Pollution Abatement Trust was created by Chapter 275 of the
acts of 1989 to implement the State Revolving Fund Program (SRF) contesnplated by the
Title VI of the Federal Clean Water Act,

The Trust administers an SRF program which includes both a federal and state
capitalized revolving fund. Loans are made from the fund o local governmental units to
finance the costs of cligible water poliution abaiement programs.

Local governments obtain financing through the SRF and receive subsidies but are
obligated for the entire amount of the debt. The City has bonded issues through the

program. Subsidies will be utilized to offset debt service costs,

Government Business-type

Activities Activitjes
SRF SRF

2009 $1,007,425 $13,051

2010 963,700 12,471

2011 920,255 11,868

2012 873,373 11,241

2013 826019 10,588
2014-2018 3,256,935 30,680
20242027 1,174,718 ¢
Total Subsidies §0.025423 380 800

Section 108 Revolvine Loan Fund

The City has established 2 revolving loan program funded by a loan guaranteed by the
U.8. Department of Housing and Urban Development, The City has issued loans as
disclosed in the financial statersents. Loan repayments can be used to repay the City's
bond payable. The revolving loans made by the City do not coincide with the Section
108 loan amortization schedule. :
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E. Debt (Continued)
(c) Bond Authorizations
Long-term debt authorizations voted by the City which have not been issued or rescinded
as of June 30, 2008, are as follows:
Date Authorized Purpose Amount
G8/01/89 Engineering Services $50,000
08/G1/8¢ Remodeling 3,200
04/07/92 Sewer Outfall Remodeling 105,000
12/08/92 Water Filtration Roof 50,000
12/12/95 Police/ Courthouse Remodeling 200
01/27/97 Sewer Planning 106,000 '
03/18/97 Sewer (MWPAT) 200,600
04/10/97 Septic Title V 1,328,548
09/04/97 Sewer (No. Glou Ph 5) 425
08/01/G1 School Remodeling 31,000
01/23/03 Magnolia 194,700
02/23/04 Infiltration/Inflow 292,600 '
03/36G/04 Water Valve 500,000
07/27/04 GRE/AKC/LE W est Sewer 600,704
11/30/04 DPW $oil Study ' 33,000
12/22/04 W W Treatment Plant ' 1,800,000
02/15/05 GHS Elevator - 33,000
02/15/05 School Fire Alarms 99,000
02/15/05 School Fire Doors 68,000
(8/23/05 Sewer Bonds 27,825,000 .
08/25/05 Paving 2,100,000
08/25/03 Water 1,975,000 |
09/23/05 Departmental Equipment 205,000
12/15/03 Seawall 500,000
04/15/08 Municipal Software 30,000
09/26/06 Septic Lean Program 3,579,032
11/14/06 City Hall Renovations 1,305,000
02/20/07 Fire Station Bonds 300,000
08/21/07 Water 3,500,000 .
08/28/07 Departmental Equipment 800,000
08/28/07 Deparmental Equipment 250,000
08/28/07 Fire Truck Refurbishing 150,000
08/28/07 Departmental Equipment 150,000

Lay
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E.

Debt {Cortinped)

i1

iv

Date Authorized Purpose Amount
08/28/07 Departmental Equipment 40,000
01/17/08 Modalar Classrooms 3,450,000
02/27/08 Water & Sewer 2,055,516
04/17/08 Departmental Equipment 38,000

Total £52,961.919

Refunding of Long Tenn Debt

On July 15, 1998, the City issued $4,540,000 of General Obligations Refunding Bonds with an average
interest rate of 4.48% to advance refund $4,195,000 of outstanding debt with an average interest rate of
7.0%. The net proceeds (after payment of underwriting fees, insurance and other issuance COsts}) were
used to purchase U.S. government securities. Those securities were deposited in an irrevocable trust with
an escrow agent to provide for all future debt service payments on the refunded bonds, As a result, the
refunded bonds are considered to be defeased. :

{a} Chapnges in Cash Flow Requirements

Existing Refunding
Debt Bonds

"Principal Prineipal

Fiscal Year & Interest & Interest
2009 $182,07¢ $440,772
2010 263,675 246,008
2011 247925 220,376
2012 222,525 0
3916.105 $907.246

{b) Econpmic Gain from Refunding Jssue

The net present vajue benefit as a result of the refunding issue is $344,882,

Refunding of Long Term Debt

On September 15, 2003 the City issued $3,903,000 of Generai Obligations Refunding Bonds with an
average interest rate of 3.75% to advance refund $3,606,000 of outstanding debt with an average interest
rate of 5.5%. The net proceeds (after payment of underwriting fees, insurance and other issuance costs}
were used to purchase U.8. government securities, Those securities wers deposited in an irrevocabie frust
with an escrow agent to provide for all future debt service payments on the refunded bonds. Asa Tesult,
the refunded bonds are considered to be defeased.
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Debt (Continued)

{a} Changes in Cash Flow Requirements

Existing Refunding
Debt Bonds

Principal Principal

Fiscal Year & Tnterest & Inferest
2009 $541,187 $534,812
2010 493,500 484,003
2011 471,500 462,200
2012 449 300 438,888
2013 427,500 419,300
2014 308.250 300.900
52.691.437 $2.640.103

(b} Economic Gain from Refunding lssue
The net present value benefit as a result of the refunding issue is $191,586.

v Refunding of Long Term Debt

On September 1, 2006 the City issued $29,020,000 of General Obligations Refunding Bonds with an
average interest rate of 4.62% to advance refund $29,025 000 of outstanding debt with an average interest
rate of 5.24%. The net proceeds (afier payment of underwriting fees, insurance and other issuance cosfs)
were used to purchase U.S. government securities, - Those securities were deposited in an irrevocabie trust
with an escrow agent fo provide for all future debt service payments o the refunded bonds. As a result,
the refunded bands are considered to be defeased.

{a) Changes in Cash Flow Recuirements

Existing Refunding
Debt Bonds

Prineipal Principal

Fiscal Year & Interest & Interest
2006 $2,399,313 12,318,594
2010 3,725,957 3,619,538
2011 3,694,476 3,578,100
2012 3,639,955 3,503,000
2013 4,042,674 3,919,350
2014 4,333,721 4,187.506
2018 4,259,049 4,125,100
2016 4,183,141 4,030,975
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E. Debi (Continued)

Existing Refunding
Debt Bonds
Principal Principal
Fiscal Year & Interest & Interest
2017 2,023,923 2,796,725
2018 1,360,044 1,528,725
2019 1,423,518 1,381,973
2026 808,353 794,500
2021 626,775 622.200

$37.621.809 336,406,482

{b} Economic Gain from Refunding Issne
The net present value benefit as a result of the refunding issue is $1,209,399,

F. Interfond Transfers

The accompanying financial statements refiect transactions between the various fands. These transactions
represent operating (ransfers and de not constitute revenues or expenditures of the funds, Operating
fransfers made during the vear were as follows;

Fund Transfer In Iransfer (Qut) Total

(General 3 3,614,364 % (35,774y  § 3,578,590

Betterment - (2,618,949} (2,618.949) i

Non-mejor Governmental 26,000 (970,084)  (941,084)

Health Insurance - Internal Service - (60,507) (60,507)
Sewer - Business Type 37,778 - 37,778 '

Water - Business Type 3,827 . 1827

Harbor - Business Type 345 - 345

Total b 3,685314 ¢ (3,685.314) § -

IV Other Information

A.  Pension Plans

{(a) Plan Description

The City provides pension benefits 10 employees by contributing to Gloucester Contributory
Retirement System, z cost sharing maltiple-employer defined benefit pension plan administered
by the Gloucester Contributory Retirement Board. The systein provides retirement benefits, cost
of living adjustments, disability benefits and death benefits,

The systemn is a member of the Massachusetts Contributory Svstern and is governed by Chapter
32 of the Massachusetts General Laws (MGL). The authority to establish and amend benefit
provisions requires & statutory change to Chapter 32. The Gloucester Contributory Retirement
System issues a publicly available financial report that includes financial statements and the
reguired supplementary information. That report may be obtained by writing to the Glovcester
Contributory Retirement System, 6 Elm Swreet, Gloncester, Massachusetts 01930,
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(b} Funding Plan

Active members of the Gloucester Contributory Retiremnent System contribute either 5%, 7%,
8% or 9% of their gross regular compensation depending on the date upon which 'their
membership began. An additional 2% is required from employees for earnings in excess of
$30,000. The City is requived to pay an actuarially determined rare. The conirbution
requirements of plan members is determined by M.G.L. Chapter 32. The City’s contribution
requirement is established and may be amended by the Gloucester Contributory Retivement
System with the approval of the Public Employee Retirement Administration Commission.

The City’s contributions for the years ending June 30, 2008, 2007 and 2006 wers 34,830,062,
54,853,293 and §4,639,133, respectively, equal to 100% of the required contribution each year.

On Behalf Pavmenis

(ASE Statement No. 24, "Accounting and Financial Reporting for Certain Grants and Other Financial
Assistance" requires the City to recognize, &8s income, certain payments made on behalf of the City by
the Commonwealth of Massachusetts. Specifically, the Commonwealth mzkes coniributions to z
centributory retirement plan administered by the Massachusetts Teachers' Retirement Board (the "State
Plan") on behalf of the City's teaching employees. The City is not legally reguired to contribute to the
State Plan, which is fully fimded by the Commonwealth.

For the fiscal year ended June 30, 2008, the Commonwealth paid $6,202,017 to the State Plan on behaif
of employees of the City. Accordingly, the accompanying find financial stafements inchude fhe required
adjustments, which have increased both Intergovernmenta! revenues and the Education expenditures by
the same amount in the fund financial statements and the education expense and program revenue in the
government wide financial statements. The net effect of this adjustment does not change the excess of
revenues and other financing sources over expenditures and other financing uses for the vear ended June
30, 2008, or fund balances at June 30, 2008,

Subsequent Year Authorizations

On June 26, 2008, July 23, 2008, September 2, 2008, QOctober 28, 2008, November 18, 2008 and
December 16, 2008, the City adopted a fiscal 2009 operating and capital budget of $91,247,686. Fiscal
2009 budgetary amounts which are not reflected in the accompanying financial statements wiil be
financed by the following sources:

2009 Property Taxes, State Aid

and Non-Property Tax Revenue $ 73,791,381

Enterprise Fund Revemies :
and Available Funds 14,010,592
Cther Available Funds 3,445,713
§ 91,247 684

36




D.

Prior Perod Adjustments

Prior period adjustments were made as follows:

Governmental
Activities
Reflect Capital Assets (Net Accumulated Depreciation)
Not Previously Recorded § 134,608
Reclassify Permanent Fund to Fiduciary Fund (3,130
Total Adjustments to Entity Wide Financial Statements W

" Commitments and Contineent Liabilities

Verious legal actions and other claims are pending against the City. Litigation is subject o many
uncertainties, and the outcome of individual litigated matters is not always predictable with assurance.
Although the amount of liability, if sny, at June 30, 2008 cannot be ascertained, management beHeves
that apy resuiting liability would not exceed $200,000.
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City of Gloucester, Massachusetts

General Fund

watement of Revenues, Expenditures and Changes in Fund Balance - Budget and Actual Non GAAP)
Fiscal Year Ended June 30, 2008

Revenues

Property Tanes
Tax Liens
Excises
Penalugs and Interest
Licenses and Permits
Intergovermmental
Charges for Services
Fines and Forfeits
Earnings on Investments
In Lizu of Taxes
Miscellancous

Total Revenues

Expenditures
Current:
General Government
Public Safety
Education
Highway and Public Works
Health and Human Services
Culture and Recreation
Intergovernmental
Debt Service
Total Expenditures

Excess (Deficiency) Of Revenues Over Expenditures

Other Fipancing Sovrees {Uses):
Transfers in
Transfers Out
Other Available Funds
Total Other Financing Sources {Uses)

Excess {Deficiency) of Revenues and Other
Financing Sources Over (Under) Expenditures and
Cther Uses

Variance with

Budgeted Final Budget
Amounts Final Actual Positive
QOrigina} Budset Amounts {Negative}
§ 52292777 52,356,950 52,444 508 % 87,958
- - 153,218 153,218
3,360,000 3,360,000 3,279,617 (80,383)
347,000 347,000 525,423 178,423
1073725 1,057,000 1,101,835 44,355
13,052,153 12,800,304 12,975,838 66,534
4,171,100 4,005,325 3,928,791 (76,334}
IN.000 429,000 325,400 (103,600
358,000 4432 849 435,506 (7,343}
36,000 36,000 46,393 10,363
634,000 759,160 629316 {129,784)
75,695,755 75,702,528 75,846,265 143,737
13,280,748 13,468,017 13,389,623 78,964
10,801,958 11,189,175 11,124,754 64,421
35,826,705 35,501,612 35,898,552 3,060
5,288,744 5,839,782 5,658,398 181,384
607,696 707,210 701,482 5,728
774,660 716,386 714,642 1,744
3,495,840 3,326,170 3,463,771 (134,600
8,564 308 8,473 370 8,472 9R4 3935
78,641,849 76,624,731 7,422,606 201,125
(2,546,094) (3,922,203) {3,577,341) 344,862
3,208,148 3,614,362 1,614,464 162
(262,054) {35,774y (35,718) -
- 343,615 343,615 -
2,946,004 3,922,203 3,922,305 12
$ - - 344964 F 344,084
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City of Gloucester, Massachusetts
Scheduie of Expenditures of Federal Awards
Fiscal Year Ended June 30; 2008
(Continued on Page 403

Federal
CFDA
Federa! Grantor Program Title Nunber
U.8. Department of Apricuiturs
National School Breakfast Program 10.553
National Schoo! Lunch Program 10.355
Total U.S. Drepartment of Agriculture
UL.S. Department of Housing and Commenity Develonment
Community Development Block Grant 14218
Section 108 Loans : 14218
Total U.S. Housing and Community Development
U8 Department of Justice
Community Policing 16.710
Organized Crime Drug Enforcement Task Force 16.UNK
Total U.8. Department of Justice
1L 8. Denartroent of the Interior:
Preserve America 15.924
U5, Environmental Protection Agene
Brownfields Grant 66.511
Total U.S. Environmental Protection Agency
U.8, Department of Bducation
Title I 84.01¢
SPED PL 94-142 Allocation 84.027
SPED Corrective Action 84,0627
SPED Progran: Improvemenis 84.027
SPED Electronic Portfalio 84.027

Subtotal # 84.027
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Expenditores

$ 85040
316,357
371,597

1,133,576
88,289

1,221,865

38,012
5,533
44,447

925,056




City of Gloucester, Massachusetts
Schedule of Expenditures of Federal Awards
Fiscal Year Ended June 34, 2008

{Continued from Page 39)
Federal
CFDA
Federal Grantor Program Title Number Expenditures
Ocoupational Education - Vocational 8kills 84.048 0,880
Title V 84.151 8,305
SPED Early Childhood 84.173 . 24485
Safe and Drug-Free School £4.186 16,321
Enhanced BEducation Through Technology 54318 9,467
.
Teacher Quality ' 84.367 164,199 :
Total U.S. Department of Education 1,804,085
Federal Bmergency Management Agencv/Department
of Homelang Security _
Hazard Mitigation Grant 97.039 31,300
Total Schedule of Expenditures of Federal Awards 5 3.576,568
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(1)

(3)

City of Gloucester, Massachusetis
Notes to Schedunle of Expenditures of Federa] Awardg
June 30, 2008

Scope of Audit

The City of Gloucester, Massachusetts (the City) is a goverrrmental agency established by the laws of
the Commonwealth of Massachusetts.

All federal grant operations of the City are included in the scope of the Office of Management and
Budget (OMB) Cironlar A-133, Audits of States, Local Governments and Non-Frofii Organizations.
The single andit was performed in accordance with the provisions of OMB’s Circular A-133,
Compliance Supplement.

Summary of Significant Accounting Policies

The accompanying Schedule of Expenditures of Federal Awards includes all of the fadaral grant
fransactions of the City.

Federal grant revemues are recognized in the City’s financial statements on the accrual hasis for
proprietary fund grants, CGrant receipts in governmental funds are recorded on the modified accrual
basis whereby revenue is recognized when it becomes available and measurable.

Disbursements of federal grant funds are recorded on the accrual bagis,

Findines of Noncompliance

The status of the findings of noncompliance identified in connection with the 2008 stngle audit is
presented in the Summary of Prior Year's Findings and Questioned Costs.
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Honarable Mayor Carolyn Kirk
and City Council

City Hall

Dale Avenue

Giloucester, MA 01930

We have audited the basic financial statements of the City of Gloucester, Massachusetis as of and for the
vear ended June 30, 2008, and have issued our report thereon dated December 19, 2008. We conducted
cur audit in accordance with auditing standards generaily accepted in the United States of America and
the standards applicable to financial audits contained in Governmenr Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In plamning and performing our audit, we considered the City of Gloucester, Massachusstis’s intermnal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for fhe purpose of expressing an opinion on
the effectiveness of the City of Gloucester, Massachusetts’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the City of Gloucester,
Massachusetts’s infemnal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned fanctions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control defictency, or combination of
control deficiencies, that adversely affects the City of Gloucester, Massachusetts’s ability to initiate,
avthorize, record, process, or report financial date reliably in accordance with generally accepted
accounting principles such that there is more than 2 remote lkelihood that a missiatement of the City of
Gloucester, Massachusetts’s financial statements that is more than inconsequential will not be prevented
or detected by the City of Gloucester, Massachusetts’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than & remote likelithood that a material misstatement of the financial statements will not be
prevented or detected by the City of Gloucester, Massachusatts's internal control,

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all sigrificant
deficiencies that are also considered to be material weaknesses. However, of the significant deficiencies
described above, we consider Jtems I[-2008-1 o 11-2608-3 to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Gloncester, Magsachusetts’s financial
staternents are free of material misstatement, we performed tests of its compliance with cerrain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our andit, and accordingly, we do not express
such an opinion. The results of our iests disclosed no instances of noncompliance or other matters that
are required to be reported under Govermment Auditing Standards.
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We noted certain other matters that we reported to management of the City of Gloucester, Massachusetts
in a separate letter dated December 29, 2008,

This report is intended solely for the information and use of the audit commitiee, manggement, others
within the organization, and is not intended to be and should not be used by anyone other thap (hese
specified parties.

Goutsts, #ngston and Company
(riusti, Hingston and Company

Certified Public Accountants
December 19, 2008




REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACE MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133
Honcrable Mayor Carolyn Kirk
and City Council
City Hall
Dale Avenue
Gloucester, MA 01930

Compliance

We have audited the compliance of the City of Gloucester, Massachusette with the types of compliance
requirements described in the U8 Office of Management and Budget (OMB) Circular A-153 Compliance
Supplement  that are applicable to each of its major federal programs for the year ended June 30, 2008. The
City of Gloucester, Massachusetts’ major federal programs are identified in the summary of auditors’ resulis
section of the accompanying schedule of findings and gquestioned costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to each of its major federa) programs is the i‘esponsibility
of the City of Gloucester’s management. Our responsibility is o express an opinion on the City of
Gloucester’s compliance based on our audit. :

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable 10 financial audits contained in Government Auditing
Standards, issued by the Comptrolier General of the United States; and OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards and OMRB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncomphance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence zhout the City of
Gloucester’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides & reasonable basis for our opinton. Our
audit does not provide g legal detennination or the City of Gloucester’s compliance with those requirements,

In our opinicm,' the City of Gloucester, Massachusetts, complied, in all material respects, with the
requirements referred to above that are spplicable to each of its major federai programs for the year ended
June 30, 2008.

Internal Confrol Over Compliance

The management of the City of Gloucester is responsible for establishing and mamtaining effective internal
contrel over compliance with requirements of laws, regulations, contracts and grants applicable to federal
programs, In planning and performing our audit, we considered the City of Gloucester's internal control over
compliance with requirements that could have a direct and material effect on 4 major federal program in
order to Getermine our auditing procedures for the purpose of expressing our opinion on compliance but not
for the purpose of expressing an opinfon on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City of Gloucester, Massachusetts's
internal control over compliance.

A contrel deficiency in the City of Gloucester, Massachusetts’s internal contro] over compliance exists when
the design or operation of & control dees not allow management or employess, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of compliance
reguirement of g federal program con a tmely basis. A significan deficiency s a control deficiency, or
combination of control deficiencies, that adversely affects the City of Glouesster, Massachusetts’s ability to
administer 2 federal program such that there 18 more than a remote lkelithood that noncompliance with a t'ype
of compliance reguirement of a federal program that is more than inconsequential will not be prevented or
detected by the City of Gloucester, Massachuselts's internal control, )
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A material weakness is 2 significant deficiency, or combinaton of significant deficiencies, that resalts in
more than a remote likelihood that material noncomphance with a type of comphiance requirement of a
federal program will not be prevenied or detected by the City of Gloucester, Massachusetis’s internal
control.

Our consideration of internal contral over complance was for the Hmited purpose described in the first
paragraph of this section and would not necessarily tdentify all deficiencies in infernal control that might be
significant deficiencies or material weaknesses, We did not identify any deficiencies in interna! control over
compliance that we consider o be material weaknesses, as defined above,

This report is intended solely for the information and use of the Audit Committes, management, others
within the organization, federal awarding agencies and pass-through entities and is not infended to be and
should not be used by anyone other than these specified parties.

Grtusti, tingston and Company
Giusts, Hingston and Company

Certified Public Agcountants
December 19, 2008
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City of Gloucester, Massachusetts
Schedule of Findings and Questioned Coats
For the Year Ended hme 30, 2008
{Confinued on Page 47)

Summarv of Auditors' Results

. The opinion on the entity wide govemmental funds was adverse because infrastructure assefs were not

reported. The opinion on the Business-Type activities each major fund and the aggregate remaining fund
information was unqualified.

- Reportable conditions in internal control were reported for the audit period (See findings 11-2008-1

through I11-2008-3).

. No instances of noncompliance which were material to the financial statements were reported for the audit

period.

. No significant deficiencies in internal control relating to major programs were reported.

- The opinion on compliance with requirements applicabie to major programs was ungualified.

No avdit findings related to major federal award programs were reported.

. The major programs identified were:

1. U.S. Department of Agricuiture C.F.D A, #10.553
2. U.S, Department of Agriculture C.F.D.A. #10.555
3. U.8. Department of Education C.F.D.A. #84.010
4. U.S. Department of Education C.F.D.A. #84.027
5. U.S. Department of Eduvcation C.F.D.A. #84.173

. The dollar threshold used to distinguish between Type A and Type B programs was $300,000.

. The auditee did not qualify as low risk.

Findings — Financial Statement Andit

2008-1 Svsiems of Internal Conirel

The internal control procedures relating to cash, debt and accounts receivable improved during fiscal
vear 2008, However, the reconciling procedures performed stil} left unresolved variances between the
general ledger and Treasurer/Collector’s detail information for accounts receivable. There were, &lso,
two bank accounts that were not properly reconciled {0 their respective bank statements. In adciiiion,
most of the reconciling procedures (to the general ledger) were performed on a consulting basis and
have not yet been performed by the Clty's staff.

Our testing disclosed that the classification codes for some of the revenue accounts need to be
corrected. Classification codes are established in the Collectors Office and tel! the revenues where to
post in the general ledger. There is, also, an unresolved issue regarding how the accounting system is
handling overpayments. Both of these problems need to be corrected before the accounts receivable
can be properly reconciled.
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2008-1

- 2008-2

Ciaty of Gloucester, Massachusetts
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008
{Continued on Fage 48)
Svstems of Internal Control (Confinued)

Performing timely reconciling procedures for the City’s major assets and liabilities is extremely
mmportant in order to safeguard the City’s assets and to properly monitor the City’s liabilities.
Strong reconciling procedures also help ensure that the City has accurate financial data in order to
make sound financial decisions.

We recommend that the City place a high priority on rebuilding its systems of internal control.

Canpital Project Funds and Enterprise Capital Project Funds Borrowines

Borrowings

The City votes to approve loan authorizations to fund projects that will benefit the taxpayer over
2 long period of time. The votes provide the City with the authority to borrow (short term and/or
long term) to provide funding for the projects. Failure to borrow for projects in a timely manner
can negatively impact the City’s cash flow. Also, the City’s free cash position can be adversely
effected because the formula utilized (by the Department of Revenue) to calculate the City's free
cash position subtracts capital project fund balance deficits resulting Fom project expenditures
that do not have offsetting borrowings (short or long term).

As of June 30, 2008, the City had severa! capital project accounts (both general and enterprise
related) with significant deficit balances that did not have a related short term debt instrument,

We recommend that the Treaswrer and the City Auditor review the balances in the capital projects
funds, particulariy near vear end. Debt instruments should be issued for all projects in a deficit
cash flow posifion. In addition, Project Managers should make the Treasurer aware of cash flow
requirements throughout the fiscal year.

Budgets

Capital project fands derive their budgets from the loan authorizations approved for the related
project. There are two methods for entering budget amounts in the subsidiary expenditure
system. One method is to enter a budget amount any time & new borrowing oceurs (i.e. new
money). This method allows the City to be sure that expenditures have not exceeded the related
borrowings. It also, provides a mechanism to encumber unspent proceeds from borrowing
{especially in the enterprise funds). However, it does not provide a good budgeting tool for large
long term projects. Another method 1s to enter the loan zuthorizations as the budgeted amount.
Although this method provides & good budgeting tool, there is a possibility that expenditures
made will exceed what has been borrowed. The City could review 2 balance sheet account prior

" to approving expenditures in order to avoid spending in excess of what has been borrowed,

However, typically only the budgets are reviewed prior to approving bills for payment.
Additionally, this method does not provide the ability 1o determine unexpended nroceeds from
borrowings unless each capital praject is in its own fund.

During fiscal vear 2008, the budgets in the capiial project funds were not updated for new
borrowings. As aresult, the ability to verify available funds prior to paying bills was diminished,
The inability to verify whether funds are available prior to paying bills can (and did) contribute to
the deficits in the capital projects. Also, the City, could not determine the unexpended proceeds
frem borrowings related to the enterprise funds. It is necessary to determine and reserve the
unspent proceeds-in order to have the enterprise fund free cash certified.
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City of Gloucester, Massachusetts
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 20608
(Continued from Page 47)

2008-2 Capital Project Funds and Enterprise Capital Project Funds Borrowings (Continued)

We recommend that the City review the enterprise fnd capital projects for 2009. Budget
amounts should be increased for new borrowings, The unspent procesds {i.e. budget balances)
should be reserved at June 30, 2009.

2008-3 Internal Controls over Financial Reporting

Recently, new standards were adopted by the American Institute of Certified Public Accountants
(AICPA) that will affect what we are currently required to report to you and the manner in which
we conduct our audits in the future, Although some of the changes relaie to terminology (Le. &
reportable condition s now a significent deficiency), the new standards lower the threshold for
what is considered a deficiency. What may not have been reported as & finding in the past could
be considered & significant defigiency in the fature.

The new standards place a heavy emphasis on management’s responsibility over financial
reporting. The standards require us to report a significant deficiency when the person within the
orgamization “responsible for the accounting and reporting funcion lacks the skills and
knowledge to apply generally accepted accounting principles in recording the entity’s financial
transactions or preparing ifs financial statements” (including notes to the financial
statements). The City Awuditor is capable of properly recording the City’s transactions,
However, financial stafement preparation has typically been outside of the job responsibilities of
most City Auditors. In most governments, (including the City of Gloucester, Massachusetts) the
individual responsible for the entity’s financial statements understands the financial statements
and notes when they are explained. However, few small organizations have an individual who
stays current with changes in generally accepted accounting principles and statements issnad by
the Governmental Accounting Standards Board (GASB). This has typically been considered the
“auditor’s job”. However, since the financial statements are the responsibility of management
(i.e. we can only recommend audit adjustments) and the opinion letter is onr responsibility, it is
reasonable that the AICPA believes that someone within every organizaiion should be well
versed in generally accepted accounting principles and the preparation of financial statements,
The standards do allow entities to use & qualified outside party (other than the audit firm) to
review the financial statements prepared by the audiior,

We recommend that the City consider additional staff training relating to preparation of the
financial statements.

As is the case with all internal control decisions, management must make assessments of the
cost/benefits related {o implementing new systems and procedures.

II. Eindings and Questioned Costs for Federal Awards

No findings or guestioned costs were reported.
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